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How he adds 
25 load builders..... 


per month 


In one Mid-Western city of 100,000 the m 
dising manager is staging an intelligent dri 
restaurants and soda fountains. He is pushin 
sale of counter-cooking appliances. The o 
finds outselling all the rest combined is the 
glass coffee maker—which improves the r 
rant’s business by improving its coffee. You 
how much interest every business man 
in a proposition to improve his sales! I 
moting the sale of Silex glass coffee mak 
also take the fastest way of boosting yo 
load. Examining the consumption of this 
ment will soon show you why. For instan 
model pictured here—the extremely low- 
two-unit Sinton—is equipped 
one _ combination - brewing 
warming burner and one wa 
burner. The brewing burner 
sume 5000 BTUs per hr. a 
warming burners 400. Si 
eager to help you plan a s 
merchandising activity. Sig 
write and inquire what we 
The Silex Co., Dept. 218, Ha 
Conn. 














Pyrex brand glass used exclusi 
Both gas and electric model 
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WANTED + + © 


ruck Owners who are Dissatisfied with their Tire Service 


a 
Dollar-minded executives 
many companies have 
een able to take a big 
ice off truck tire bills this 
ear. They have cut costs 
n already economical 
perations. They have 
complished this by using 
new tire and a new 
nethod of tire selection. 


poodrich, we believe, can 
ave money for you, too. 
e would like to have 
pu make tests on your 
wn trucks. Any kind of 
sts you say. The tougher 
he job, the more sure 
e are of demonstrating 
al savings. 


RES TRIPLE PROTECTED 
he new Goodrich Silver- 
wn is Triple Protected 
ainst sidewall breaks 
d blow-outs. Statistics 
ow that 80% of prema- 
re failures occur in the 
dewalls—the “Failure 


Zone.” A new Goodrich 
invention is designed to 
overcome these failures 
before they start! 


Here’s how it works: 


1 PLYFLEX—distributes stresses 
throughout the ‘tire — prevents ply 
separetion~ checks local weakness. 


PLY-LOCK—protects the tire from 
breaks caused by short plies tearing 
loose above the bead. 


3 100% FULL-FLOATING CORD— 
eliminates cross cords from aii plies 
—reduces heat in the tire 12%. 


Now, do you think you 
can afford tires that do 


Write, wire or ’phone 
Department T-121 


+ The B. F. Goodrich Company, Akron, Ohio + ¥ 


not have this protection? 
Especially when it costs 
nothing extraP 


But this is not the only sav- 
ings you get from Good- 
rich. There are over a 
hundred types and sizes 
of Goodrich Pneumatic 
Truck Tires. Each is de- 
signed for a specific pur- 
pose. Only one combination 
will give you the econom- 
ical service you should 
have. And Goodrich will 


sell you nothing else. 


Why not make a test on 
your own trucks? We 
want to prove every claim 
to your satisfaction. Pass 
this advertisement to the 
man responsible for tires. 
Ask him to talk to the local 
Goodrich man. Or write 
us direct. Sign your name 
and address in the margin. 
Tear off and mail today. 
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- OKOLITE 


INSULATION 
EFFECTIVELY RESISTANT TO 





MOISTURE 


y VF =) 


OKOLITE insulation permits the use of higher voltages 
—higher loadings. Not requiring a lead sheath, it avoids 
the wiping of joints, the effects of electrolysis and cor- 
rosion, sheath losses, and other disadvantages of lead. 


OKOLITE is a high-voltage cable insulation developed 
upon extensive research—and backed with an impressive 
performance record. It has the resiliency and other de- 
sirable mechanical characteristics of rubber insulation. 


It is particularly resistant to heat, moisture and corona. 


OKOLITE insulation is suitable for many classes of 
power cable. Its scope runs from a small control wire 


to a heavy generator lead—or a submarine power cable. 


OKOLITE insulation is particularly adaptable for braided 


cables in wet ducts—or where there are high temperatures. 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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MODERN version of the old story of the 
Grasshopper and the Ant would probably 
go something like this: 


Tue Ant and the Grasshopper were both 
students of the Cosmic University School of 
Business Administration and Economics, 
graduating along about 1907. The kindly old 
Professor of Economics admonished them 
just as they were leaving the campus to go out 
into the business world: 


“REMEMBER, during a period of low prices 
and cheap money, always buy commodities— 
real estate, factories, and so forth. When prices 
are up, buy securities and make the other fel- 
low pay you interest.” 


Anp so both of the students departed. And 
behold, there soon came a period of low prices 
and cheap money; and the wise little Ant 
industriously set to work buying everything 
in sight, even to the point of going into much 
debt—for money was cheap. But the indolent 
Grasshopper bought no more property than 
he needed in order to get along. And after a 
while there came a period of expensive money 
and prosperity and the Grasshopper had to 
expand and buy more plant just to stay in 
business. So he borrowed money of the Ant 
at a very high rate and the Ant chuckled. 


MeErRwIN H. WATERMAN 


Did cheap money bring consolation to a 
number of anxious utilities? 


(See Pace 211) 
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But soon after there came a depression 
and business failed so much that the Ant could 
not keep up payments on her own property 
which was now mostly surplus capacity. She 
had to sell out and all she had left were her 
bond holdings. But the Grasshopper, taking 
advantage of the cheap money rates, refinanced 
and paid off his indebtedness to the Ant and 
also saved enough on the deal to buy the Ant’s 
properties at a sheriff's sale. This happened 
just in time for the next rise in prices and 
the renewed business that came with recovery: 
Moral: The Ant is now working for the 
Grasshopper. 


” 


7< an ill wind, runs the old saying, that 
blows no one some good, and while the net 
effect of the last four years or so on public 
utilities may (or may not) be judged adverse- 
ly, the opportunity to refinance at popular 
prices helped many a company over a rough 
spot during that same period. 


In this issue (beginning page 211) we have 
an article by Merwin H. WATERMAN, Assis- 
tant Professor of Finance of the University of 
Michigan, on the subject of utility financing 
and refinancing during the year 1936. Dr. 
WATERMAN (Ph. D., University of Michigan 
’32) is an acknowledged authority on utility 
financing and is the author of a recent volume, 
“Financial Policies of Public Utility Holding 
Companies” (Michigan Business Studies, Vol. 
V, No. 1). The data in the tables used in Dr. 
WATERMAN’S article were made available 
through the facilities of the Bureau of Busi- 
ness Research, School of Business Adminis- 
tration, University of Michigan. 


¥ 


HILE the Interstate Commerce Commis- 

sion at Washington is trying to sell Con- 
gress the idea that it should be put in control 
of all forms of interstate transportation— 
whether on land or water or in the air, the city 
of New York is making some effort to do 
something analogous, on a smaller scale, in 
unifying its metropolitan transportation facili- 
ties which include subway, surface, and elec- 
trical lines, in addition to busses. Beginning 
on page 222 of this issue, there is a description 
of the steps being taken in this transit unifica- 
tion program in our largest city. It is written 
by Mr. James BLarne WALKER. 


Mr. WALKER, who is well known to readers 
of the ForrnicHtty for his long and distin- 
guished service as secretary of the National 
Association of Railroad and Utilities Com- 
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OVER 
6 MILLION 
MADE AND 
SOLD 
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The growth of the dominance of 
Trident and Lambert Meters in 
the Water Works field during the 
last forty years proves the truth of 
the old adage of acorn-into-oak 
tree. To grow your Oak you must 
have an Acorn ... to dominate the 
Water Works field you must have 
Quality Water Meters. Neptune 
Meter Company, (Thomson Meter 
Corp.) 50 W. 50th St., (Rocke- 
feller Center) New York, N. Y. 

. Neptune Meters, Ltd., To- 
ronto, Canada. 


TI2IDEN 


and LAMBERT Water Meters 
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missioners, is now in private practice as a 
transit consultant in New York city. He served 
as secretary to the national body from 1917 to 
December, 1934. During approximately the 
same period, he was secretary of the old New 
York Public Service Commission for the first 
district and also of the New York Transit 
Commission, which succeeded it in 1921. 

Prior to his association with utility regula- 
tion in New York city, which began in 1908, 
Mr. WALKER was a newspaper man. Following 
his graduation from St. Vincent’s College in 
Westmoreland county, Pennsylvania, in 1883, 
he became managing editor of his home-town 
newspaper The Helena (Mont.) Herald. In 
1896 he shifted to an editorial desk at 
the Salt Lake (Utah) Tribune. In 1897 he 
became managing editor of the Syracuse 
(N. Y.) Herald, and in 1901 he filled the 
same job on the New York Daily News, then 
published by the late Frank Munsey. Mr. 
WALKER is also well known as the author of 
“Fifty Years of Rapid Transit,” a history of 
New York city’s efforts to provide an adequate 
system of internal transportation for a great 
metropolis. 


¥* 


ASUAL readers on utility matters may be 
+ inclined to think that rate making for gas 
utilities is inherently less complicated than 
rate making for electric utilities, for the simple 
reason that gas can be stored in reservoirs 
while electricity must be used instantaneously 
with its production. When one considers, how- 
ever, the variations in popular use of its ser- 
vice that the gas industry has gone through 
within just the last thirty years, it becomes 
apparent that the rate-making problems of the 
gas industry have been anything but simple. 


JaMEs BLaIne WALKER 


Father Knickerbocker plans a metropolitan 
transit trust. 


(See Pace 222) 
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C. Emery TROXEL 


Stream lines for the pipe lines in the 
cashier’s cage. 


(SEE Pace 232) 


At the turn of the century, gas was princi- 
pally used for illumination. That was the era 
of jet burners and prepayment meters. Now 
that electricity has captured the illumination 
field, modern gas structures are naturally quite 
different. Again, there was the difficult transi- 
tion period when the gas business was half 
lighting and half heating and the industry’s 
problem was to make its schedules attractive 
enough to hold both classes of consumers as 
much as possible. 


More recently the introduction of pure na- 
tural gas in territories that never had it be- 
fore, the mixture of natural with artificial 
supply in other localities and, finally, the pro- 
duction of gas for house heating, and other 
“heavy duty” uses, have brought new wa 
to the desk of the gas rate expert. Dr. 
Emery TROXEL in this issue (beginning page 
232) reviews this modern trend in gas rate 
making. Dr. Troxer (Ph. D., University of 
Iowa, 1935) is now Assistant Professor of 
Economics at Wayne University in Detroit. 
He has previously been associated with the 
faculties of the University of Chattanooga, 
and the University of North Dakota. Dr. 
TROXEL is now engaged in a rather extensive 
study of various phases of the natural gas 
industry. 


ImporTANT decisions, preprinted from Pub- 
lic Utilities Reports, may be found in the back 
of this number. 


THE next number of this magazine will be 
out March 4th. 


Aur Edt 
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HOW KANSAS CITY POWER & LIGHT 
COMPANY CUTS BAD DEBT LOSSES TO 


100” of 9 


ne percent 















@ Keeping bad debt losses down 
to 8/100ths of one percent is 
worthwhile for any utility! Yet 
the Kansas City Power & Light 
Company does it...and aver- 
ages only one collector for every 
24,000 accounts (including ac- 
tive, inactive and merchandise 


collections as well as non-pay- 





ment cut-offs). 


Admittedly one of the important 
factors in this fine showing is 
their Remington Rand Customer 
History Record. This unique rec- 
ord takes all the facts about each 
customer from several different 


sources and puts them on one 








visible card. By an exclusive 
system (which groups similar 
sounding names), finding and 
reference time is cut 50% to 60% 


... errors reduced to a minimum. 


With the help of the Customer 
History Record you can have 
complete information on any cus- 
tomer in fifteen seconds. Collec- 
tion expense is reduced at least 
50% because this record tells you 
definitely which accounts need 
collection effort ...and which do 
not. In addition, wherever the 
Customer History Record has 
been installed, it has brought to 


light large amounts of previous 
















bad debt losses which could be 
either transferred to current ac- 
counts or liquidated through the 
application of unclaimed or in- 
active deposits. Frequently this 
recovery alone equals the total 
cost of installation. 

Improves public relations, too. 
Find out today what this Cus- 
tomer History Record could do 
to improve public relations and 
bring increased savings for your 
company. Trained supervisors 
see to it that installation does not 
upset the routine of any depart- 
ment. Phone your Remington 





Rand office or write for details. 


Remington Rand, Buffalo, N.Y. 









OK. SA from Remington Rand 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 
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No weak spots for 
corrosion to attack— 
The Bethanized Wire 
can be wrapped 
around its own diam- 
eter without breaking 
or flaking its corro- 
sion-defying zine 


o 


Ar tast! 
CHAIN LINK FENCE THAT CAN 


7AND 7we Wear ! 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


°° AETHANIED WIRE 


ANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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“There never was in the world two opinions alike.” 


Rexrorp G. TUGWELL 
Former Under Secretary of 
Agriculture. 


CHARLES F, Hur.ey 
Governor of Massachusetts. 


CHARLES W. KELLOGG 


President, Edison Electric Institute. 


James M. LANDIS 
Chairman, Securities and 
Exchange Commission. 


GrorcE W. Norris 
U. S. Senator from Nebraska. 


Joun E. RANKIN 
U. S. Representative from 
Mississippi. 


HERBERT LEHMAN 


Governor of New York. 


Homer T. Bone 
U. S. Senator from Washington. 


Homer A. Hott 
Governor of West Virginia. 


WitttiAM MATHER LEwIs 
President, Lafayette College. 


JosePpH T. RoBINSON 
U. S. Senator from Arkansas. 
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“Planning begins where hatred ends.” 


So 
“Let sane economy be our watchword in office.” 
e 
“Sales of electricity are wholly dependent upon the 
prosperity of the consumers.” 


¥ 


“Surplus (power) capacity is in many cases on the 
point of exhaustion.” 


¥ 


“T have explained my position to the President and, 
in my opinion, there will be no pool.” 


¥ 
“T propose to put a stop to local Federal courts attempt- 
ing to govern this country by injunctions, if humanly 
possible.” 


¥ 


“T believe the (public service) commission should have 
full authority to limit the rates charged by municipalities 
to the actual cost of rendering service.” 


¥ 


“You might just as well try to mix oil and water, 
Fascists and Communists, night and day, as to mix private 
and public power.” 


¥ 


“The activities of our public service commission have 
virtually eliminated the old utility question in West Vir- 
ginia. Its effective work should be continued.” 


> 


“Government operation of a necessary enterprise should 
exist only where private management has shown an ab- 
solute inability to give the public satisfactory service.” 


* 


“Public opinion ‘looks with dread on the coming of 
the day when a few gigantic monopolies of capital shall 
control the production and sale of the necessities of life.’” 


12 
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ELIMINATES 
NEEDLESS MOTIONS 


ALL CIPHERS ARE AUTOMATIC 


Only on the Short-Cut Keyboard are ciphers written auto- 
matically. Thus, much of the work is done without 
a key. 


SEVERAL KEYS AT ONE TIME 


Only on the Short-Cut Keyboard can two or more keys be 
depressed at one time. This saves many needless motions. 


ENTIRE AMOUNTS IN ONE OPERATION 


Only on the Short-Cut Keyboard can an entire amount and 
the motor bar be depr together, thus completely adding 
or subtracting the amount in one operation. 


NOTE THIS TYPICAL SAVING 


The 19 amounts on the tape at the left were listed and added 
by the Burroughs short-cut method in 22 operations. Had 
each key and the motor bar been depressed separately—and 
had there been a cipher key to depress—it would have required 
91 separate operations instead of 22... thus, Burroughs saves 
69 operations on this one typical job. The total is obtained 
in a single operation. 


Are You Taking Full Advantage of 
the Short-Cut Method? 


If you are not now saving the 
thousands of needless mo- 
tions that can be eliminated 
in the course of a day’s add- 
ing machine work by the Bur- 
roughs Short-cut method, 
telephone the local Burroughs 
representative. He will show 
you how this method will 
bring greater speed, ease of 
operation and accuracy to 
your figuring work. 


BURROUGHS ADDING MACHINE CO. 
6616 Second Bivd., Detroit, Michigan 
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14 REMARKABLE REMARKS (Continued) Febri 
Tuomas F. WoopLock “Above all things, regardless of all other things, they 
Commentator, The Wall Street (the regulatory commissions) need the very best men 
Journal. that the community can furnish, for even the very best 






will hardly be good enough for the job.” 






¥ 







Homer S. CUMMINGS “Anyone undertaking to prove by legalistic hocus-pocus 
Attorney General of the United that agriculture and unemployment are state, rather than 
States. national, problems will be laughed out of school in this 






day when ideas are abroad in the land.” 










¥ 


Outn D. JoHNsTON “So long as I have anything to do with the rates I 
Governor of South Carolina. mean to try to protect the people of South Carolina, The 
truth of the matter is, all companies are charging too 

much and I hope the legislature, when it meets, will look 

into this matter thoroughly.” 











sd 








Hon. J. Attan Bray “Down in the United States they have a special organ- 
Alderman, City of Montreal. ization to put the (St. Lawrence) waterway through. 
Here in Eastern Canada we ought to have an organiza- 
tion to block the whole affair. Why put this country in 
debt for millions to give the Americans hydroelectric 
power?” 










¥ 







EXCERPT “States such as Wisconsin, Washington, New York, 
From Utah’s Legislative and Idaho, that stand out in effective utility regulation, 
Committee Report. have found that being parsimonious is ‘penny wise and 






pound foolish.’ Wisconsin and other states now make 
the utilities regulated bear expenses of the commissions.” 







¥ 










EpITorRIAL “The people of the United States have it always in 

The Wall Street Journal. their power to make the Constitution what they please 
... But, if they elect to continue a constitutional form of 

government, they must have an umpire to interpret the 

Constitution, and if they have an umpire at all, they must 
have a real umpire whose sole business is to apply the 
rules that the people have made.” 















a 








ArtHuR E. Morcan “Let me repeat that the sociological significance of the 
Chairman, Tennessee Valley TVA up to the present time is not that we have been given 
Authority. any peculiar sociological duties to perform, but rather 









that in doing the regular work which has been handed to 
us by Congress, we have endeavored to recognize socio- 
logical factors as just as real and important and as 
demanding the same careful analysis and treatment as 
the other factors, such as geology, engineering, finance, 
and law, which are commonly recognized in such eco- 
nomic enterprises.” 
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SELECTION 
OF CE 
EQUIPMENT 


Assures—the mostsuitable 
equipment for your particular 
conditions . . . . properly coor- 
dinated overall design....single 
responsibility for performance. 


Result—dependable and 


low cost steam. 


COMBUSTION ENGINEERING COMPANY, INC. 
200 MADISON AVENUE © NEW YORK 


anadian Associates: Combustion Engineering Corporation Ltd., Montreal A-270-b 
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Beginning in 1866... with Hiram B. Everest ...the makers of Gargoyle 
Lubricants have served Industry longer than any other Oil Company! 





Today, Gargoyle Lubricants 
and Socony-Vacuum 
Engineering save Millions 
for Plant Owners! 


HEN you do business with 

Socony-Vacuum, you get 
something that you can’t buy from 
any other oil company : 

Experience .. . 71 years of making 
Gargoyle Lubricants provide scien- 
tifically correct lubrication. 

Socony-Vacuum engineers solve 
some 25,000 individual lubrication 
problems every year. They help ca- 
pable plant staffs to curb friction 
losses and power consumption . . . re- 
duce maintenance expense and repair 
costs . . . increase machine efficiency 
and step up production . . . lower oil 


bills and make better plant lubrica- 
tion cost less. 

It would be a very timely business 
move to urge your men to seek the 
cooperation of Socony-Vacuum en- 
gineers. 

An organized plant lubrication 
program, based upon individual re- 
quirements, will enable them to do 
better work. 





HOW THIS’ SPECIALIZED 
KNOWLEDGE WORKS FOR 
YOU IN YOUR PLANT: 

1 Curbs friction loss and reduces 
power consumption. 

2 Reduces repair, replacement and 
maintenance expense. 

3 Steps up machine efficiency for 
greater production. 


4 Lowers oil bills to make plant 
lubrication cost less. 














SOCONY-VACUUM 


INDUSTRIAL LUBRICATION 


RCO 


ei 


Lubricants 


SAVES 
MONEY 
FOR 
INDUSTRY 





‘71 Years’ Lubricating Experience ...the Greatest in the Oil Business 
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Here Is Economical Crawler Power 


for a Great Variety of Work 











He oy 






on 
Nene 





8 et and 


The International T-20 TracTracTor doing a fast, low-cost job of cleaning up the right-of-way—an example 
f the variety of work it will handle. 






The unusual versatility of the International | The ModelT-20 is powered by the economical 
T-20 TracTracTlor recommends it wherever a International 4-cylinder engine with ball-bear- 
crawler tractor of this size is needed. Work- ing crankshaft. Transmission and final drive 
ing alone or in combination with equipment are mounted on self-aligning and self-adjust- 
built around it, the Model T-20 is the solution ing ball bearings and run in a bath of oil. 
to many mobile power problems. Steering clutches and brakes are readily ac- 
This eet Geeks 905 tetien | cessible through rear cover plates. Self- 
Phthalic yc yds _inenes '0ng aligning and self-adjusting oil seals keep out 
and turns completely within a circle having duct and dirt and keep in the oil. 
a 6-foot radius. Easy steering enables the For complete information on the Interna- 
operator to maneuver the Model T-20 in con- tional T-20, or any industrial tractor (wheel 


gested or narrow space, on railroad grades, or crawler) in this line, ask the nearby indus- 
in and out of excavations, etc. trial dealer or Company-owned branch. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
606 So. Michigan Avenue Chicago, IIlinols 


INTERNATIONAL HARVESTER 
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REASONS SAYING 
“GIVE THE PL © GRINNELL” 


ADVANCED PLANT FACILITIES 


KNOWLEDGE OF TO-DAY’S 
CONDITIONS 


INTERPRETATION OF IDEAS 
AND PLANS 


THOROUGH TESTING 
EASY, RAPID ERECTION 
ECONOMY IN COST AND LABOR 
DELIVERY ON SCHEDULE 


WORK QUALIFIED FOR 
“@ 


Public Utilities Fortnightly 


February 18, 1937 
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There’s pipe pioneering in the multiple extruded outlets, 
short 90° bends and complicated structure of the prefabri- 
cated unit shown above. Its specifications were typical of the 
many that bring one answer to the minds of engineers... 
“a job for Grinnell!” 

Grinnell’s advanced plant facilities made this pioneering 
possible. But the engineers who gave us this job reaped 
other benefits. Delivery on schedule. Easy, rapid erection. 
Thorough pretesting. A unit that is insurable. 

The requirements of your prefabricating job may be en- 
tirely different from those of the steel company for which 
this unit was built. But whether you want high pressure, 
low pressure, high temperature or process piping, the advan- 
tages at the left should prompt you to say, “Give the plans 
to Grinnell”. . Grinnell Company, Inc., Executive Offices: 
Providence, R. L Branch Offices In Principal Cities. 


GARINNELL 


WHENEVER PIPING [IS 


INVOLVED 
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DAVEY LINE CLEARING SERVICE 


E , 
PIP Efficient Line Clearing 
STOPPERS Es Aikiy sonics’ No pihen cates 


LOCKING SLEEVE “9 here. They know their business and take 
<2 atoy pride in giving you a fine job. Davey 
service provides: 


All Types e Fully Experienced Men 


PIPE LINE SUPPLIES @ Energetic Workers 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers e@ Low Unit Cost 

Goodman Cylindrical Stoppers . 2 
Bags—Rubber, Canvas Covered @ Fine Public Relations 
Plugs, Service & Expansion 
Pumps More and more utility companies are turn- 

Masks ing to Davey line clearing service; not to 

Brushes be stylish but because they know that it 
Tape—Soap & Binding gives them so much for their money. Bet- 


ter look into it. 
Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER co. THE DAVEY TREE EXPERT CO. KENT, OHIO 


523 Atlantic Avenue DAVEY TREE SURGEONS 
Brooklyn, New York 


e@ Thorough Supervision 














Use the Hays Copper 
Method to Hook up Mod- 





ern Appliances Efficiently 


8 ODERN appliances deserve a good appear- 
d ing installation job. It pays in dollars and 
a. ents also to use the Modern Hays Copper Method. 


We invite your investigation of its good appear- 
ance, great strength, long life and economy. 


Use Hays Double Seals to hook up appliances; for 
water or gas service lines and for miscellaneous 
repair or replacement work. In fact, wherever 
copper tubing is used, you will find Double Seals 
in demand. Start your investigation today. 


sa 7 Ff oF 


SEND FOR 


to show epproy. HAYS MFG. CO. \ SRMRIRMNI') ERIE, PENNA. 


al by Under- a 


writers Labora- Specife HAYS DOUBLE SEALS 
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WAGNER Rural-Line Distribution 
Transformers 
TYPE HEB-F on Duy: gould! 




















@ Reduce rural- 


line costs 


Wagner type HEB-F rural-line distribution transformers 
meet the need for a small inexpensive unit designed for - 
e E 4 plication to lines of 13,200 Y volts and below. Some of 
conomical advantages of Wagner rural-line transformers are: 

to install ‘. Cone § » reasonable, yet consistent with good operating 
2. Design is adaptable to any kind of system or type of 
line service. 
E sal 3. They are self-protecting against lightning. 
® Economica 4. Bushings, mounting brackets, gaps, connectors, etc., are 
‘ ‘ so arranged as to facilitate installation and maintenance. 
in operation 5. Their operating efficiencies are within prescribed limits 
for economical performance. 
6. Construction is representative of the latest development 
in design and manufacture. 
e Easy to mount If you want more details about Wagner transformers that 
are especially designed for rural electrification service, 
write for the Wagner Bulletin Form $488. TD237-1BA 











@ Adequate pro- 

: : 9 > y oeet : 
tection against Wasner Electric Corporation 
lightning 6400 Plymouth Avenue, Saint Louis,U.S.A 

att oe TF RP ANSEF OR ME RS ¢« FF Arteee © if 
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@ Among the operating economies inherent to A. C. S. R. 
transmission lines is lower corona loss. The engineering 
reason is so simple that the plain fact has become an 
axiom among transmission engineers. Aluminum Company of 


America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 
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RosertsHaw THERMAL EvE oven heat 
control provides your salesman with an 
entirely new approach in gas range selling. 


Now he has something exciting to show, © 


something real to say: “Here, madam, is the 
event of the year in gas ranges—a great im- 
provement that you will appreciate!” 


——, 


TION 


Here in the Thermal Eye window, 
when the oven reaches the tempera- 
ture set by the dial, a red signal comes 
into view 


Here on the bezel, the oven by-pass 
(B) and safety pilot (P) are easily ad- 
justed with a screw driver 


Here, mounted on the bezel of the control, is 
the oven cock 
OTHER MODELS FOR EVERY SERVICE NEED 


And Thermal Eye control backs him up 
with action. The prospect sees this new con- 
trol actually signal when the oven reaches 
the temperature set on the dial. 

See that your ranges are equipped with 
this attention-getting control. It will energize 
your selling. 


OVER 2,800,000 IN USE 
ROBERTSHAW THERMOSTAT COMPANY, Youngwood, Penna. 


SA, a » ee ae 


or 


Ractiaike 
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eeping Step with Demand 


Ww | th At the Powerton Station of Illinois Super-Power Co. 
Buffalo Forced and Induced Draft Fans keep pace 
with the varying demands for STEAM! Since 1927 
more than thirty-five Buffalo Mechanical Draft Fans 


ee 


have been installed at this plant, which of course is 


rated as one of the most efficient in the country. 


OR CE D If you want that same efficiency in your power plant, 
we shall gladly show you how and why “Buffalo” 


J RAFT Fans can help. 


ANS Write for special bulletin 2872. 


Buffalo Forge Company 


444 Broadway ranch Sugheseting Office Buffalo, N. Y. 


in Principal Cities 


In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


February 18, 19 











de 
Uxe 


AtuminuM 
_ WaRE 


Designed for Electric Ranges 





for Brilliant{ Performance 


These five beautiful matched utensils are made of triple thick aluminum. They 


combine all features recommended for range efficiency and economy—and 


make possible new accomplishments in the art of range cookery. 


New Features 

Design. Embodies entirely new principles for 
healthful, waterless cooking. 
Bakelite Handles and Knobs. Will not shrink, 
turn or loosen. Can be used in the oven with 
heats up to 350 degrees. (Dutch Oven — 450 
y orang 

. Triple Thick Aluminum. Requires only low heat 
for cooking—heats quickly and evenly. 
Flavo-Seal covers. Retain natural food flavors 
and moisture. 
Flat Bottoms and Straight Sides. Result in high 
thermal efficiency. Utensils fit snugly over heat- 
ing units. 





For Electric Range Promotions 
The DeLuxe set is ideal for promoting electric range 
sales. Its beauty and features appeal to prospects; 
its perfect performance pleases the range owner. Set 
consists of a § quart Dutch Oven; 2, 3, and 4 quart 
covered Sauce Pans; and a 10 inch Covered Skillet 
or Chicken Fryer. 


Complete Recipes and Instructions 
A 23-page recipe booklet, especially prepared for 
electric range cookery, accompanies each set. Write 
for your copy. 


WEST BEND ALUMINUM COMPANY 


Dept. 662 


West Bend, Wisconsin 
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THAT LAST AS LONG 
ASTHE LINE — 
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COPPERWELD 


J You can save money on line maintenance by 
eliminating guy wire replacements. Many com- 
panies have proved that this is possible through 
standardizing on non-rusting Copperweld Guy 
Strand. 

{ Check the renewals of guys on your property, 
and learn the amount of labor, material and 
truck time involved per guy. Then figure what 
would have been saved had these replacements 
been avoided. 

{ Copperweld engineers will gladly assist you 
in this study. 


COPPERWELD STEEL COMPANY 


GLASSPORT-:---~ BA. 








RESEARCH HELPS 
BUILD LOAD SOUNDLY 


Electric refrigerators are great load builders. 


But electric refrigerators vary in construction 
and therefore in effectiveness. Often performance 
in some respects is better than in others. 


That is why Electrical Testing Laboratories 
makes complete tests and reports the results. 
Then you can see how products measure up, on 
your different requirements. 


For forty years E. T. L. has been conducting 
research and testing activities for utilities, on al- 
most every commodity that they sell, service, 
buy or use. Our clients tell us that this has made 
their operations more economical. May we serve 
you? 


ELECTRICAL 
TESTING 
LABORATORIES 
and East End Avenus 
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PLANT SAFETY | 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 


line breaks. 


Perfect water level con- 
trol assured by the Allti- 
tude control Valve... 
the most efficient and 
dependable automatic 
valve for tanks, stand- 
Pipes and reservoirs. 


Ask for your copy of catalog for our com- 
plete line of automatic control valves 


| Golden-Anderson Valve Specialty Co. 
ahd et ace ee 1380 Fulton Bldg. Pittsburgh, Pa. 














lt Would Be Hard to Build a More 
; e Dependable Battery 


FTER nearly half a century—during 
which time it has served utilities and 
industrial plants all over the world—the 
Exide Chloride Battery remains, in the opin- 
ion of competent engineers, the best battery 
ever designed for control bus or other sta- 
tionary service. 
The active material of its positive plates 
—tightly coiled strips of corrugated lead— 
remains embedded in the alloy grids for 
years. while the material of the negative 
plates, virtually sealed up in boxes of per- 
C H A Oo R : D E forated sheet lead, gives an equally long and 
gratifying life. Our new Bulletin 204, de 
BATTERIES scribing this widely known and used battery, 
is yours for the asking. Write for a copy. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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Have the Best C ance to 
Machine-Dig, with the 


LEVELAND BABY DIGGER— MODEL 95 


City and Suburban trenching is beset by many 
obstacles—pipe must be laid in the pavements 
and treelawns, under or back of sidewalks and 
driveways—close to buildings and many other 
fixed obstacles—these are but a few of the 
many difficulties to be overcome. 

“Baby Diggers” have conclusively demon- 
strated their superior ability to cope with 
such obstacles successfully, and get the most 


out of machine-trenching, wherever the job. 
Literally thousands of miles of completed 
work prove the correctness of the Baby Dig- 
ger’s original patented design. Today’s Baby 
Digger Model 95, with many improvements 
and refinements, assures you MOST 
TRENCH in MOST PLACES at LEAST 
COST. 
Write for complete information today. 


THE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher” 


20100 ST. CLAIR AVENUE 


CLEVELAND, OHIO 


© The CLEVELAND 
| BABY DIGGER Model 95~™ 
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The Trend 
to Dictaphone 
Sweeps On 


To your secretary it means 
all that note-taking time is 
released for valuable work. 
To you, it means instant dic- 
tation facilities always avail- 
able, without dependence on 
anybody else. That’s why we 
say this modern dictating 
instrument doubles your 
ability to get things done. 


DICTAPHONE 


Sales Corporation 
420 Lexington Avenue 
New York City 
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Saving B. T. U’s Is 
Saving Dollars 


A gain of several degrees in thé 
Hotwell temperature is effected by 
the design of the C. H. Wheel 
“Dual Bank” type condenser. 


When multiplied by the pounds o 
water passing through the condense 
per hour, this degree increase rep 
resents a saving of many dollars, 


C. H. WHEELER MFG. CO. 
19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELPHI 


KL dddbdsddbddddbddsbidbdshhbdddddddddddddddddssddddsbssbssdbsstssssdlla 








Dependable servicelong hours 
of it--on and off--off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial Alash- 
lights and batteries have proven they can 
take it. That’s why each year more and more iced file 


Sw itch 
utilities specify “Ray-O-Vac”’. Vac feature 


RAY-O-VAC Clo. 


Formerly FRENCH BAT TERY CC Ol idatnes 
MAIN OFFICES and PLANT — MADISON, WISCONS 
Additional Factories at a nton, Massachusetts, Lancast } 
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SPECIFY 


MERCOID CONTROLS 


THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 


THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 


MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
ACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 

\ \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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17 MILLION 


HYGRADE LAMP BULBS 





help you 
BUILD LOAD 


Over seventeen million incandescent lamps, eighteen million 
radio tubes sold during 1935 in this country were Hygrade- 
Sylvania made. As the third largest manufacturer of incandes- 
cent lamps, and second largest of radio tubes, Hygrade-Sylvania 
products are efficiently consuming an important part of the total 
current sold by public utilities the country over. Many of these 
lamps and tubes are helping to build load on your lines. 


When you are buying lamps (multiple or series) for street light- 
ing, Hygrade-Sylvania Corporation deserves your consideration. 
Hygrade Lamps offer you the opportunity to make definite econ- 
omies in street lighting costs without the slightest sacrifice of 
quality. Let us prove it with facts and figures! 


Hygrade tame sues 


SPECIALISTS IN 


1936, HYGRA 
STREET LAMPS © 193 GRADE SYLVANIA CORP., Salem, Mass. 


Makers of SYLVANIA Set-Tested RADIO TUBES 
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RILEY PULVERIZERS 


in Central Stations 





Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers ... definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACE 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTING 
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TAYLOR STOKER UNITS 
vo Me} Sas ek Ga es 
FURNACES (Woter-Cooled 
— _J ma noe OPT OP PERS 























Eliminate the smoke 


nuisance 


Companies in great population 
centers—New York, Brooklyn, Phila- 
delphia, Washington, D.C., Chicago, 


Detroit, Boston, New Haven, Provi- 





dence, Springfield, Dayton, Toledo, 
and many others—home and abroad— 
keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 


stringent anti-smoke ordinances. 

















WY pHi 


Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 





PUMPS, MOTORS AND TRANSMISSIONS, A-E-CQ MARINE AND YACHT AUXILIARIES 
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—ELLIOTT— 


Addressing—Recording — 
Tabulating and Statistical 
Machines 
& 











Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 


gas, electric or water bills on postal cards, will 


be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 
quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 


Sales and Service Offices in all Principal Cities 
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USE A TITAN ON YOUR STORAGE 
WATER HEATER 


O make this control possible, there must heaters approved by the American 
be built into the racing car the sturdiness, Gas Association. 
the long life, and the ability to absorb the © Nive. we-setd ven actin 
gruelling punishment of the race. So too, list of manufacturers who have stand- 
the TITAN is built to perfectly control your ardized on TITAN Controls? 
storage water heater over a long period of : 
time, and under the most exacting conditions. 
Upon this depends the success of the heaters 
you sell. Your aim is to increase consumer 
satisfaction. 


@ Why take unnecessary chances? Specify 
TITAN snap action thermostats, safety pilots 
and temperature and pressure relief valves 
with complete confidence, and build good 
will with your customer. 


q TITAN Controls have delivered for years 
under every conceivable set of conditions, 
with all types of gases. They are rugged, 
sensitive, trouble and service free. They are 
standard equipment on most storage water 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
9913 Elk Avenue Cleveland, Ohio 
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THE NATIONAL MANUFACTURING COMPANY 
PAYROLL 
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Automatically, 


reports from punched cards 


this machine prepares 
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Speed up the preparation of 
SOCIAL SECURITY RECORDS 





For their speed and economy in the 
preparation of accurate, detailed 
employee reports, International Elec- 
tric Bookkeeping and Accounting 
Machines have earned wide accep- 
tance. 

Through the medium of punched 
cards, these machines provide com- 
plete tabulated data. All necessary 
deductions are made automatically. 
The punched cards form an valde 
source of information from which 
important records and reports can 


GENERAL OFFICES: 


270 BROADWAY, NEW YORK, N. Y. 





be obtained by electrical machine 
operation at any time. 


The International Electric Bookkeep- 
ing and Accounting Machine method 
also brings accuracy and greater 
speed to such functions as Billing, 
Inventory, Operating Statements, 
Accounts Receivable and many 
others. Your local IBM representa- 
tive will be glad to explain this mod- 
ern method to you. Get in touch 
with him today. No obligation. 


BRANCH OFFICES IN 
PRINCIPAL CITIES OF THE WORLD 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











February 18, 1937 Public Utilities Fortnightly 


GOOD Now Ready 
INSULATORS ¥ USA|ITE 


[v} peer) “INDUSTRIAL 


experience and workmanship put in- Zo gis see Sr wee 


3 : — pendable service than you 
to their production. toy A No. 


before—the 
joes USALITE Industrial 


Our product is produced by men 
Bureau of Standards specifications call for 400 min- 


of the greatest experience to be found utes to a 0.9 volt cut-off. No. 1095 will give over 
; ° 80% of its service above the 1 volt cut-off,—more 
in the industry. than double the specifications of U. S. B. O. S 
: “25 years of knowing how” is back of the depend- 
Vicror made insulators are Goop ability of USALITE Products. Expert supervision 
assure longer life and uniform quality. 1095 USA- 
INSULATORS. LITE has captured the demand of Railroads, 
Chemical, Powder, Oil and Gas Companies, Utili- 

ties and Coal mines everywhere. 
‘atalog on request We'll be glad to send you FREE samples of 1096 
C § eq cell for inspection and trial tests. Write today! 


. UNITED STATES ELECTRIC MFG. CORP. 
Victor Insulators, Inc. perpen en 


Victor, N. Y. CHICAGO—323 West Polk St. 
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VULCAN SOOT BLOWER CORPORATION 


(Du Bois © Pennsylvania 
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MEMO to the chief 


“You’ve had your way about having a good-looking 
plant even though we went pretty wild on motorizing 
our machines. Let us in the Engineering Department 
have our way about the new plant extension and how 
we're going to apply power to the machines we’re buy- 
ing. It might surprise you to know that putting a motor 
on every machine regardless is no longer considered 
modern. The best plants are not doing it. There is a 
newer, more efficient system of power application called 
Modern Group Drive which combines the best features 


of individual motor drive and line-shaft drive.” 




















(Excerpts from Power Transmission Council’s February adver- 
tising in Business Week and other business publications.) 


HE advertising campaign of Power Trans 

mission Council on Modern Group Drive eda: 
eates your customer to use your product econoni- 
eally, thus tending to reduce your costs and sellingT: 
prices, to widen your market and to increase your 
business. The price your customer pays for elee- 
tricity depends largely upon how he plans and 
operates the application of power in his plant. 
By foeussing the attention of industry on these F« 
subjects the Power Transmission Couneil Prof 
gram is in the interest of, and warrants thef 
support of, utility managements. 7 


POWER TRANSMISSION COUNCIL 
75 STATE STREET . BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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| OR years the Ditto organization has dedicated 
its time and efforts to the production of low cost 
opies. Always its aim has been to manufacture and 
fell equipment that will do the job which you have 
0 do at the lowest possible cost. 

That is why, two years ago, we perfected and have 
ince been selling, the new Ditto Direct Process 
Liquid) Duplicator. This machine is especially suited 
or the reproduction of 100 to 250 copies. In this 
eld, its copying cost is lower than any other dupli- 
ating method. 

There are advantages to both the liquid and gela- 
ine type duplicators which should be carefully 
ighed before purchasing either type equipment. 
Because Ditto manufactures and sells both types of 
machines, Ditto representatives are in a position to 
make intelligent, unbiased recommendations as to 
fe machine that will serve your purposes best. 
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ow GELATINE on LIQUID 
DUPLICATORS 


-_ 








For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


* * * * 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, Ill. 

Gentlemen : 

(1 I would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

0 I would like to see a demonstration of your Gelatine 
Type Duplicator. No obligation. 
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FLASHLIGHTS /or INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 





No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


“Eveready” Industrial 
Flashlights No. 3251 and No. 
3351 have been specially de- 


signed to meet the needs of 
industry for flashlights which 


NATIONAL CARBON COMPANY, INC. will give long and satisfac 


General Offices: New York, N.Y. 
Branches: Chicago, San Francisco 


Unit of Unien Carbide [Tq and Carbon Corporation severe operating conditions. 


tory service under unusually 
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MAKE INSULATION 
MEET THE TEST OF A 
GOOD INVESTMENT 


OOD investments can’t be judged 

by price alone. More important is 

the security provided by full and con- 
tinued dividends. 

Primarily an investment, insulation 
must be bought on the same basis... 
must prove its worth in terms of maxi- 
mum cash returns on fuel savings. 

Throughout the country, hundreds 
of power plants have assured them- 
selves of these insulation dividends. 
Johns-Manville Engineers, using J-M 
Insulations, have played an important 


™ Johns-Manville 





An insulating material for every temperature 


part in increasing plant efficiency and 
in reducing operating costs. 

Backed by J-M’s 75 years of re- 
search and field experience on insula- 
tion problems, these engineers can 
help you select the insulation best 
suited to each individual requirement 
in your plant. They work with insula- 
tions of maximum efficiency and uni- 
formity and are able to recommend the 
right amount and proper application. 
For details, pier Johns-Manville, 

" 2 E. goth St., N. Y; C. 


INDUSTRIAL 
INSULATIONS 


. for every service condition 
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1937 SALES PROGRAAN/ 
wins Public Utility Approval 


...another Banner Year with Frigidaire forecast! 


@ Hundreds of utility executives recently wit- 
nessed Frigidaire’s presentation of new 1937 
models and selling plans in 33 convention 
cities from coast to coast. 

The entire program was greeted with en- 
thusiasm everywhere. All acclaimed the new 
“Super-Duty”’ Frigidaire with the Meter-Miser. 
New features, such as the Instant Cube-Release, 
9-Way Adjustable Interior, and Food-Safety 
Indicator on the outside of the cabinet door, 
were approved instantly. 

Many utility men present stated their con- 
viction that the new Frigidaire line of house- 
hold refrigerators is certain to increase refriger- 
ation sales and customer good-will for utilities 
in 1937. And their reason is that the new 
“Super-Duty” Frigidaire provides a complete 
teftigeration service for the home . . . one that 
is easily demonstrable, in every detail, at the 
point of sale. 

This completeness in All 5 Basic Services for 


a 


home refrigeration has made it possible for 
Frigidaire to create a new, very effective, and 
sound selling strategy that readily lends itself § 
to utility use. 

Backing up Frigidaire’s new products. and 
plans is a greatly increased and more intensive § 
advertising schedule. This is in addition to 
the vast array of effective Frigidaire sales helps 
and special promotions that are always avail- 
able to utilities. 

Those utilities associated with Frigidaire are 
ready for their greatest refrigeration year. They 
have the product, the plans, and the most 
effective support a manufacturer can supply. 
Frigidaire Division, General Motors Sales Cor- 
poration, Dayton, Ohio. 
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Your Stenographer Can Save The 


Cost of Printer's Type-Setting! 


with WABI-IYPER 

Here is a complete unit e as simple to oper- 
ate as atypewriter e which will provide the 
reading matter (printer's type styles) for 
your bulletins, forms, charts, catalogues, 
house organs, etc e It may be reproduced by 
photo-offset, stencil printing or gelatin 
and chemical duplicating. Hundreds of dif- 
ferent styles and sizesof types e instantly 
interchangeable e electrically controlled e 
providing absolute uniformity of impression e 
compact e complete e It will save you from 
20 to60% on your printing bills. 


RALPH C. COXHEAD CORP. 


MANUFACTURERS 


Body of text opposite prepered on 17 PARK PLACE NEW YORK, N. Y. 
the VARI-TYPE. 




















Reserved for a 


MSA Advertiser 
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“Section of the Turner South Point Transmission line, erected for Appalachian Electric Power Co. in West Virginia.’’ 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd., Montreal 


Ne £0): FO) SALAMIS ONAN SY 
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National Association of Railroad 
and Utilities Commissioners 


NEW PUBLICATIONS 








1936 Revision 


UNIFORM SYSTEM OF ACCOUNTS FOR ELECTRIC 
UTILITIES (Class A, B, C and D) 


UNIFORM SYSTEM OF ACCOUNTS FOR GAS UTILITIES 
(Class A and B) (Manufactured and Natural Gas) 


Recommended by the Association for consideration and adoption by State Commissions. 


ANNUAL CONVENTION PROCEEDINGS (1936) N. A. R. U. C. $6.00 
Held November 10-13, 1936. Available February 1937. 
Convention Proceedings of 1932, 1933, 1934 and 1935 are also available. 


COMMITTEE REPORTS: 
The following reports, incorporated in the 1936 Convention Proceedings, are available in 
pamphlet form. 
Report of Committee on Public Utility Rates (44 pages) $.85 
Report of the Special Committee on Progress in Public Utility Regulation (38 pages)  $.85 
Chart, 17x22, entitled “Recent State Legislation Affecting Public Utility Regulation, 
Prepared by the Committee on Progress in Public Utility Regulation.” $.75 


Report, 8 pages, entitled “Total Annual Savings from Rate Reductions by Privately Owned 
Utility Companies as Reported to the Special Committee on Progress In Public Utility 
Regulation by the State Public Service Commissions.” Per copy—$3.50 





CURRENT PUBLICATIONS 


DEPRECIATION—A Review of Legal and Accounting Problems 
200 pages $1.85 


By the Staff of the Public Service Commission of Wisconsin. An expert analysis of the 
outstanding depreciation problems and principles now confronting public service corpora- 
tions and State Commissions. “The Bible on Depreciation.” Emphasizing Straight Line 
Depreciation. 
*We allow the following discounts: 
5%—25 copies of any one System of Accounts 
10%—50 copies of any one System of Accounts 


(Where remittance accompanies order we pay forwarding charges) 





THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.UC. 
30 VESEY STREET NEW YORK, N. Y. 
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Efficient Coal Handling 
6y LINK-BELT 





LINK-BELT EQUIPMENT 
FOR THE POWER PLANT 
INCLUDES: 
Conveyors of all types, such as 


belt, bucket screw, flight, drag 
chain apron, etc. 


Bucket carriers and elevators 
Skip hoists 

Feeders of all types 

Weigh larries 


Locomotive and crawler type 
cranes 


Coal crushers 

Water intake screens 

Rotary railroad car dumpers 
Underfeed screw type stokers 





@ This modern belt conveyor system, which is used at a 
large power station for handling and distributing coal to 
bins, represents the “last word” in low-cost, high-effi- 
ciency conveying. Each conveyor has a capacity of 325 
long-tons per hour. 

Link-Belt anti-friction idlers provide a low-maintenance- 
cost, practically frictionless road bed for the belt, which, 
with the Link-Belt self-propelling > TANK < type tripper, 
assures long belt life and dependable conveyor service. 


If you have a handling problem, put its solution up to 
experienced Link-Belt engineers. We build the complete 
range of conveying machinery. No task is too small or 
too large to interest us. Address Link-Belt Company, 
Chicago, Philadelphia, Indianapolis, Atlanta, San Francisco, 
Toronto, or any of our offices, located in principal cities. 


* 
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Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 24"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is que at the Play Pipe. 


~ eyRE et 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit availableim 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solv- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask fe 
descriptive literature, prices and a demonstn- 
tion of the Phomaire Unit illustrated at ¢ 

left. Don’t wait! Mail your request now. 


Get the Latest Foam Equipment 


Phos ons Phomaide 


SOLUTION 


developed, made and sold id 


NEWARK (Ea) anufacturit | Compar 


naneas city 
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In an inferno of heat. with temperatures as high 
as 600°, Nordstrom Valves hold the line tight. 
“Merco” lubricants have been developed for ex- 


Nordstrom Valves can be subjected to extremely 


low temperatures. They are operating in plants 
where temperatures range to -60° Fahrenheit. The 


tra high temperatures under certain conditions. valves can always be opened or closed. The 
temperatures frequently range trom 300° to 600°. plug is protected with patented “Sealdport” 
lubrication. 








b - . 7, - 
MULTITUDE OF PRESSURES 


Every Nordstrom Valve is tested to twice its 
rated pressure. Made in ratings to meet all work- 
ing pressures. Nordstrom Valves are equally 
efficient in maintaining a tight seal on vacuum 
lines. 


UP TO MAMMOTH SIZE 

The largest plug valves ever built have been 

Manufactured by Nordst Shown is 30” Nord- 

strom in comparison with 1/,” size. Nordstrom fea- 

tures make possible plug valves of sizes formerly 
Pees = 





ble. 





- 











2 MORDSTROM “ae WALVES 


—with patented “Sealdport” lubrication 


ERCO NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE METER CO. 


arn Offices: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, Columbia, Memphi 
tlanta, Chicago, Kansas City, Tulsa, Houston, Los Angeles, Oakland. Canadian Datvesentetione and Viewions 
Peacock Brothers, Ltd., University Tower Building, Montreal, Quebec. 
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: Us f “+ TWIN STRAINERS 
: Pt te i 3 ee | Size 12 in.—installedahead 
:. r of the circulating pumps 
serving a surface con- 





denser in a utility plant. 


They insure clear water — complete protection 
of pumps, condensers, and other water-handling 
equipment against solid matter which would 


STR Al NERS cause damage. Their twin compartments mean 


uninterrupted service — one side is always work- 
ing, while the other may be opened for cleaning 
save the basket which catches debris. Cleaning is 
quick and easy. 
tro U hte Twin Strainers are used in utility plants on 
circulating water lines to medium-sized conden- 
sers, in service water lines, lubricating and fuel 
oil lines. Sizes 2’”’ to 42”, large sizes motor- 
operated. Also built in single types. 
Ask for Bulletin A-6. 


oe | oOo? |e 


Accessories Department: JEANNETTE, PA. 
District Offices in Principal Cities 
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{ National Electrical Manufacturers Association ends meeting, New ror, N. Y., 1937. 
AGA Mid-West Regional Gas Sales Conference begins, Chicago, Ill., 1937. 





{ Institute of Radio Engineers will convene, New York, N. Y., March 10-12, 1937. 








q Cad Water Works Short School concludes annual session, College Station, Texas, 





7 °° eae Railway Engineering Association will hold meeting, Chicago, Ill., March 16-18, 
1 ° 








1 Wisconsin Utilities Association, Gas Section, Commercial and Technical Divisions, 
will hold joint convention and exhibit, Milwaukee, Wis., March 15-17, 1937. 





{ American Gas Association and British Gas Federation start joint gas conference, 
Birmingham, England, 1937. 








» | a ag td Highway Officials of North Atlantic States opens meeting, New York, 


” 











4 Oklahoma Telephone Association will hold session, Oklahoma City, Okla., 
March 23, 24, 1937. 





§ American Water Works Association, Four States Section, will convene, Philadelphia, 
a., March 25, 26, 1937. 





4 lowa soeppentens Telephone Association will hold meeting, Des Moines, Iowa, April 
6-8, 193 








4 Pacific Northwest Regional Planning Commission will hold conference, Boise, Idaho, 
April. 8-10, 1937. 

















week, Chicago, Iil., 








» | ¢ fame Gas Association, Industrial Gas Section, starts conference, Philadelphia, Pa., 








{ Chamber of Commerce of the U.S.A. will hold annual convention, April 26-29, 1937. 








{ American Society for RS a Materials opens 1937 regional meeting and committee | 
19; 











Photo by Charlies Pheips Cushing 


A Direct Hit at Central Park 


Photo of a lightning bolt taken from Central Park West at 67th 
street, New York city, with the camera pointing 
across the park toward Fifth avenue 





Public 
Utilities 


FORTNIGHTLY 


Vor. XIX; No. 4 


FEBRUARY 18, 1937 


Financial Fence Mending 1n 1936 
An Analysis of the Characteristics of 
Public Utility Security Offerings 


By MERWIN H. WATERMAN 


ASSOCIATE PROFESSOR OF FINANCE 
SCHOOL OF BUSINESS ADMINISTRATION, UNIVERSITY OF MICHIGAN 


look back on 1935 and observe 

that public utility financing had 
reached, for the first time since 1931, a 
billion-dollar volume." Now we can 
look at 1936 and see public security 
offerings totaling $1,913,755,900—an 
amount approaching the volume of 
offerings in 1930. Shall we say that, in 
terms of this volume index, the utility 
industry has returned to its days of 
prosperity? In view of the new trend 
shall we look forward to 1937 in anti- 
cipation of more utility offerings than 
those of the 1930 peak? This article is 
devoted to an analysis of 1936 financ- 
ing and to occasional comparisons with 
financing of previous years, from 


| AST year at this time we were able to 


211 


which it will be observed that, for 
better or for worse, the industry is not 
returning to the financial programs 
which characterized the so-called “good 
old days.” Table 6 on page 219 con- 
tains the summary characterization of 
1936 utility security offerings from 
which the data for subsequent discus- 
sion are drawn. 

Again, as for 1935, we find that 
1936 security offerings were motivated 
largely by the low money rates which 
made it profitable to redeem and re- 
finance outstanding bond issues. The 
93 per cent of total financing so in- 
spired gives rise to the title of this 
article : “Financial Fence Mending.” 

The financial activities of the indus- 
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try, like those of post-harvest and pre- 
sowing days on the farm, consisted in 
putting things in shape and keeping a 
weather eye out for whatever profit 
opportunities might appear. Without 
saying embarrassing things about the 
last utility “harvest,” it is apparent that 
fallow fields have been in season since 
1932. Table 1, taken from an other- 
wise published study by the author*® and 
supplemented by 1936 data, shows the 
change in motivation that has taken 
place since 1930 and the continuing em- 
phasis on refunding operations. 


M°: of the financial contracts re- 
financed in the 1936 program 
were interest-bearing bonds of future 
maturities. With money raised from 
registered public offerings, nearly $1,- 
700,000,000 worth of financial fence 
was pulled up and replaced with new 
protection, the annual upkeep cost of 
which will be materially less than on the 
old. Table 2 recapitulates the signifi- 
cant facts regarding the year’s bond re- 
funding activities for the utility indus- 
try as a whole. 

On the basis of these facts it is evi- 
dent that the utilities which engaged in 
the 1936 refunding reduced their costs 
of borrowed capital by nearly 25 per 
cent. The reduction in average interest 
charges from 5.08 per cent to 3.65 per 
cent will net a 1.43 per cent per annum 
saving which can first be applied to the 
payment of premium and expenses, and 
then the balance will be available to 
help offset the effect on stockholders’ 
returns of possible rate reductions and 
expense increases. It will take approxi- 
mately four years of the savings, on the 
average, to make up for all of the ex- 
penses of refinancing. Since the aver- 
age term of new bond contracts is run- 
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ning about twenty-seven years (see 
Table 5), there will be twenty-three re- 
maining years of the low-rate money 
accruing to the benefit of the equities 
under the new contracts. As noted in 
Table 2, these facts and comments re- 
late only to issues refunded by public 
offerings of new securities ; it is likely 
that the more than $222,000,000 of 
private financing consummated during 
1936 would only add to the total ac- 
complishment and not change its tenor. 


N addition to the above-described 

bond refinancing, 1936 saw the pub- 
lic offering of six preferred stock issues 
which were designed to make similar 
reductions in the costs of equity capital. 
These 1936 preferred stock redemp- 
tions total $41,233,700, and they show 
an increasing continuance of a program 
which only began in 1935. Because it 


is probable that 1937 will see even more 
of this sort of refinancing,® Table 3 is 
introduced to indicate the character- 
istics of such stock redemptions. 

The savings in this preferred stock 
refinancing were comparable to those 


accomplished in bond refundings. 
While preferred stocks do not consti- 
tute as large a segment of utility capi- 
talization as do bonds, there are possi- 
bilities of considerable savings in the 
typically outstanding 6 to 7 per cent 
issues, as long as new money is avail- 
able on preference contracts at rates 
around 4% per cent. Even if a 10 per 
cent premium is paid for the retirement 
of 6 per cent stock, a material saving 
can still be accomplished with 4.5 per 
cent money. 


AS in the typical bond refunding, it 
seems that the average savings 
from lower dividend rates will pay for 
the premiums and expenses of refinanc- 
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FINANCIAL FENCE 


ing in about four years and then the 
savings will accrue without end to the 
common stockholders’ benefit. Inas- 
much as holding companies are, on the 
whole, the largest owners of the operat- 
ing company residual equities, these 
benefits from interest and dividend re- 
ductions will serve to increase materi- 
ally the profitableness of trading on the 
equity and tend to enhance the future 
earning potentialities of the parent 
companies. 

In the face of these refinancing pro- 
grams, one can but throw out a word 
of sympathy to the investors, both indi- 
vidual and institutional. They are 
being forced to commit themselves to 
long terms of low yields, and they 
seem to be facing inevitable losses in 
principal when, as, and if money rates 
return to higher levels. In the case of 
preferred stockholders, there will not 
be even the restraining influence of 
par maturities to support the prices. 
These new financial fences are cheap 
contracts for the utilities, and they cer- 
tainly will be effective in keeping the 
fixed-return investor from gorging 
himself in green pastures. There has 
been much talk of the potential dangers 
to utility investment of government 
competition in utility ownership and 


e 


MENDING IN 1936 


operation, but here indeed is an im- 
mediate effect on utility investment 
which seems, in part at least, to be in- 
fluenced by governmental fiscal policies 
of cheap money. 


A returns are not yet in, it 
may safely be assumed that the 
utility industry has spent much more 
for expansion than is indicated by the 
$74,620,496 of new security offerings 
labeled for that purpose. The signifi- 
cance of the paucity of such new financ- 
ing lies therefore not so much in the 
absence of expansion as in the fact that 
utilities have not seen fit to go to the 
market for expansion money. As re- 
vealed in Table 1, only 3.9 per cent of 
1936 offerings were devoted to exten- 
sive development of the industry. Yet 
this was a time when capacities were 
beginning to be used in the production 
of new highs in kilowatt hours and 
cubic feet and when rural electrification 
programs were getting under way with 
considerable demand for new invest- 
ment. It is evident that the utility ex- 
pansion programs of 1936 were 
financed largely from sources other 
than the capital market. What other 
sources were available and to what ex- 
tent were they used? Statistically, it is 


TABLE 1 
Pusiic Utiurty Security OrFerRINcs CLASSIFIED By Purpose, 1930-36 


Per Cent 
Total for for i 
Expansion Funding Refunding Financing 
$2,381,781,152 80.5 


Offerings 


1,563,091,061 5 
545,431,695 38 
92,731,478 1 


1,294,421,747 
1,913,755,900* 


*The figure for 1936 includes only public (registered) offerings. 
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8 
187,521,000 : 
3 


Per Cent 
Per Cent Per Cent for 
Exchange 
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impossible to say, but deductive reason- 
ing supported by bits of evidence may 
provide a likely answer. 


OLDING companies, bless their 
souls, made advances and bought 
stocks and bonds. A complete survey 
would doubtless show some millions of 
dollars from parent company ex- 
chequers invested in subsidiary expan- 
sion programs. Banks may have made 
occasional contributions in anticipation 
of later funding operations, but em- 
phasis on liquidity in banking policy 
could have permitted but little aid from 
this source. 

Reinvestment of earnings and retire- 
ment reserves probably carried the 
brunt of the capital load. True, the 
1936 revenue law tended to make earn- 
ings an expensive source of capital, 
but within holding company systems 


the relative expense was minimized by 
the fact that dividend payments were 
not effective means to tax avoidance 
anyway. Furthermore, utilities. are 
always in a position to reinvest, tax 
free, an amount of retirement reserve 
considerably in excess of the annual re- 


tirement expense appearing on their 
periodic income statements. Their 
deductions for depreciation for pur- 
poses of tax determination are 
universally greater than the booked 
figures ; often 25 to 50 per cent greater. 
Thus, between the dollars available in 
the form of retirement expenses and 
those provided by the increased profits 
which were characteristic of 1936 
operations, considerable amounts were 
probably available for physical expan- 
sion and could be used without danger 
to working capital positions. 


O™= might wonder why, given the 
stock and bond market of 1936, 
public utilities did not go there for 
more capital. Their credit was good, as 
indicated by the sale of bonds yielding 
3.53 per cent on the average. By the 
same token their preferred equities 
were in good demand. Even though 
rates might have been raised some- 
what if a demand for new money had 
been introduced, still those rates could 
have risen considerably without des- 
troying the “cheap money” concept. 
Evidently, it was not lack of cheap 
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TABLE 2 


Utimity Bonp REFuNDINGS EFFECTED By PUBLIC OFFERINGS 
or SEcurITIES IN 1936 


Total bond redemptions, par value 


$1,696,218,112 


All of these bonds were not called during 1936, but, if not, 
they were set for call with funds raised by ‘1936 public 


offerings. 


Average annual interest charge on redeemed bonds 


5.08% 


The weighted average coupon rates on bonds called or to 


be called. 


Average premium on redeemed bonds 


5.1% 


The weighted average premium paid or to be paid to effect 


redemption. 


Average cost of new money raised to effect redemption 


3.65% 


Cost figured from proceeds to issuers after underwriting 
commissions but before other expenses. 


Average annual saving in interest charges 


24.6% 


Savings computed as the difference between annual in- 
terest at old rates and the annual interest at new rates 
applied to amounts called plus premiums paid. 
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TABLE 3 
Detaits oF Pusiic Utitity PreFrerrep Stock REFINANCING IN 1936 


(1) (2) 


Old 
Dividend 


Rate 

$2,667,800 6.0% 
8,723,500 6.0 
2,422,900 7.0 

7,800,000 

4,000,000 


Amount 
Company Called 
Asso. Tel. Co., Ltd. ...... 
Central Ill. Light Co. .... 
Central Ill. Light Co. .... 
Dayton Power & Light Co. 
Rochester Gas & Elec. Co. 
— Hudson Gas & Elec. 


(4) (5) 


Charge Call 
(1x2) Rate 
$159,468 105.0% 

523,410 105.0 
169,603 105.0 
468,000 


. 110.0 
280.000 


103.4 
421,800 102.5 
336,642 


Premium 


44,240; 102.4* 
161,595 








6.0 
7.0 
6.0 
6.0 
6.6 
7.0 
6.22 


(6) 
Capital 


(1+5) 
$2,790,690 


Company 
Asso. Tel. Co., Ltd. 
Central Ill. Light Co. ...... 9,159,675 
Central Ill. Light Co. ...... 2,544,045 4.54 
Dayton Power & Light Co. 8,580,000 4.50 
Rochester Gas & Elec. Co. .. 4,136,620 4.95 
— Hudson Gas & Elec. mn 


8,963,421 4.79 


%o (av.) $2,564,758 


(7) 
Cost of New 
Preferred 
Outlay Stock 
Money 


5.267% 
4.54 





105.23% (av.) $2,156,501 
(8) (9) (10) 


Annual 
Cost of New Annual 
Money Saving 
(6X7) (8—3) 
$146,790 $12,678 
415,849 
115,500 
386,100 
204,763 


324,259 
429,348 


Per Cent 
Decrease 
(9+-3) 
7.95% 
20.55 
31.90 


17.50 
26.87 


23.12 


113,129 20.85 





$43,380,201 


4.66% (av.) $2,022,609 


$542,149 =. 21.14% (av.) 


*Callable at 105, but company and parent (Commonwealth & Southern Corporation) re- 
linquished stock purchased at less than call price; in some cases at less than par. 





money that kept the utilities out of the 
market for expansion funds; perhaps 
then it was still lack of desire for funds 
beyond the amounts available from in- 
ternal sources. Once the restraining in- 
fluences of uncertainty are removed, 
there is little reason to believe that 
operating utility companies will hesi- 


tate to reach out to the market for the 
money they may need to finance expan- 
sion programs. 


S° far as common stock equities are 
concerned, the utilities have, of 
course, been practically estopped from 
capital raising by their noncompliance 
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with the Utility Holding Company Act. 

Holding companies do not care to 
take subsidiary common stocks to 
market, for they wish to maintain their 
control through those media. Their 
own contributions to operating com- 
pany equities are necessarily limited to 
their own working capital until they 
can themselves reach the market for 
more significant amounts. In the case 
of holding companies this estoppel ap- 
plies, of course, not only to financing 
expansion but also to refunding opera- 
tions. 

It should be noted that the totals 
labeled parent and subholding com- 
panies in Table 6 are composed entirely 
of exempt issuers, such as American 
Telephone and Telegraph Company. 
West Penn Power Company (intra- 
state subsidiary of a nonregistered 
parent), Penn-Jersey Water Company 
(a water utility), and Pacific Gas and 
Electric Company (an intrastate parent 
company ). 


atti business pressure has 
not yet been brought to bear on 
parent companies to outweigh their 
legal SEC phobia. So far the subsidi- 
aries of unregistered parents have 
negotiated their security sales under 
the shelter of the thought that the act 
is applicable by its terms only to the 
sale of securities of “... a registered 
holding company or subsidiary com- 
pany thereof...”* But, until the 
courts are through with the question of 


the constitutionality of the Holding 


Company Act, or until the companies 
decide to break down and file registra- 
tion papers, the financial operations 
and influence of holding companies 
will remain limited. There are signs 
that the latter alternative may restore 
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holding company financial activities 
without waiting for the slow grinding 
of the legal mill. 

At the time of this writing, North- 
ern States Power Company, a subhold- 
ing company in the Standard Gas and 
Electric system, had already decided 
upon registration to make possible a 
$100,000,000 refinancing deal. Other 
companies may have a similar feeling 
and change their position from that of 
litigants to that of registrants in order 
to take advantage of the business 
opportunities available in the present 
market. 


N” only is it of interest that the 
utilities went to market with two 
billion dollars of securities in 1936, but 
also of interest is the manner of their 
going. Being located at a distance from 
financial markets, the writer was able 
to sight only some 222 millions of 
securities being taken to private sales 
without benefit of registration. But 
this amount is greater than the 165 
million so noted for 1935 and com- 
prises better than 10 per cent of total 
1936 offerings (see Table 6). More- 
over, it is significant that issuers, both 
large and small, chose to short-circuit 
the distribution channels and go direct 
to security buyers. 

Table 4 lists those privately sold 
issues which came to the notice of the 
author ; it does not pretend to include 
all of such private offerings. Glancing 
over this list, it is evident that the issu- 
ers have little in common on which we 
can build general conclusions regard- 
ing reasons for private sale. To the 
smaller issuers it was doubtless a 
money-saving project, because the ex- 
penses of public offerings run high on 
small issues.® 
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|, gee dollar savings may still 
be achieved, it might be suspected 
that speed and avoidance of the respon- 
sibilities of registration motivated 
large direct sales to institutional buy- 
ers. However, it is to be noted that 
several of the large issues privately 
sold were also registered ; presumably, 
in such cases the motivation for pri- 
vate sale was confined to the elimina- 
tion of underwriting and its accom- 
panying costs. In a number of the in- 
stances mentioned, investment bank- 
ers participated in the deals as agents 
where the fee involved was but a frac- 
tion of the usual banker’s spread. 
Investment bankers distributed as 
underwriters 96 per cent of the 1936 
security offerings,® but even in these 
channels the old orthodoxy showed 
signs of passing. It was mentioned last 
year that bankers’ spreads were low on 
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1935 offerings—about 2.25 points. 
They were even lower in 1936, 
averaging 2.15 points on bonds and 
2.44 per cent on preferred stocks as 
will be seen by Table 6. Continued high 
quality of utility offerings, a thirsty 
market, and rapid turnover combined 
to minimize the risk and selling effort 
entailed in underwriting. 


faye coer syndicates univer- 
sally followed the practice of un- 
loading securities to selling groups on 
firm commitment bases, and these 
dealers, in turn, were able to effect dis- 
tribution without straining their own 
capital and credit. The habit of low 
margins may be a hard one to break, 
and issuers may continue to benefit 
therefrom even when markets are 
different.” The most amusing under- 
writing of the year was the reported 


= 


TABLE 4 


Amounts oF Pusiic Utitrry Bonps KNown to Have Been Soip 
PRIVATELY DURING 1936 


Issuer 


Kansas City Power & Light Company 


Duke Power Company 
New England Power Association 


Amount 


Public Service Electric & Gas Company 


Long Island Lighting Company 


Southern New England Telephone Company 


Rochester Gas & Electric Company 


Queens Borough Gas & Electric Company 


Wisconsin Electric Power Company 


Pennsylvania Power Company ....... 


Bridgeport Hydraulic Company 


Southern Indiana Gas & Electric Company 


Rochester Telephone Company 


Coast Counties Gas & Electric Company 
Turners Falls Power & Electric Company 


Tri-County Telephone Company 
Battle Creek Gas Company 


Illinois Consolidated Telephone Company 


Lewiston Gas Light Company 
East Missouri Power Company 


Eastern Indiana Telephone Company 


Total of observed private offerings 


J iauew ase kehaeNl oes $222,144,000 


*These issues registered under the Securities Act even though offered at 


private sale. 


217 


FEBRUARY 18, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


Christmas party staged by Santa Claus 
Morgan Stanley and Co., Inc., when 
this originator invited ninety-seven 
underwriters to its American Tele- 
phone and Telegraph syndicate and 
then distributed largess in the form of 
debentures to some eight hundred 
dealers in the selling group. 

Competitive bidding for utility 
securities became even more fashion- 
able in 1936 than it was in 1935.8 
Without drawing any drastic conclu- 
sions therefrom, it seems worth while 
to call attention to Table 5 which 
characterizes the issues so purchased by 
bankers. It is obvious that bankers’ 
spreads on competitively bid issues 
were lower than on issues bought on 
prearranged terms; the average was 
1.297 points compared with the 2.15 
average on all public bond offerings. 
The significance of this difference may 
in part be expressed in the fact that a 
full point saving in banker’s spread 
would, on a 30-year 4 per cent issue, 
cause a difference of less than .06 of 
1 per cent in annual cost of money. 


HERE is some evidence, however, 
that competitive bidding results in 
lower costs not only because of lower 
spreads but also because of higher pur- 
chase and sale prices. Insufficient 


data are at present available for 
measuring the effects with statistical 
precision, but variations in bids on in- 
dividual issues do indicate that prices 
to issuers are apt to be higher on ac- 
count of both price and spread when 
open bidding is invited and the high bid 
is chosen from the group. 

The future of this distribution tech- 
nique will be well worth watching. 
Legislative enactments and custom may 
combine to increase its use. It is quite 
possible that the experiences depicted 
in recent offerings are deceiving as true 
measures of the long-run possibilities 
of such “bare-faced” competition. The 
apparent advantages to issuers may de- 
pend almost entirely on the small pro- 
portion of the issues so offered, which 
makes bankers willing to bid high 
prices for this increment business. It 
would seem that issuers could not suc- 
cessfully take advantage of competitive 
bidding in “fair and warmer” markets 
and then seek the shelter of established 
banking connections in “stormy” mar- 
kets. The problem becomes one of 
evaluating investment banker services. 


HE task of physical distribution 
of the securities will be similar 
under the two systems, although even 
there the “quality” of distribution may 


e 


TABLE 5 
ComPetiTiveLy Bip Utirity Bonn Orrerincs IN 1936 


Issuer 
Cape & Vineyard Electric Company 
Lowell Gas Light Compan 
Connecticut River Power Company 
Potomac Electric Power Company 


Banker's Costto Yield to 
Spread Issuer Investor 
1.981 3.93% 81% 
1.0 4.15 . 
1.221 t 
973 


Tssue 


8 
8 


— 
wn 


Public Service Company of New Hampshire 1,000, 

Central Vermont Public Service Corporation 7,000, 

Cumberland County Power & Light Company 9,500, 

Central Maine Power Company 4,00¢, 

New England Power Company 

Public Service Company of New Hampshire 
Average spre 
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TABLE 6 


SUMMARY CHARACTERIZATION OF 1936 PusLic Utitiry FINANCING AS REPRESENTED BY 
ISTERED PuBLIc OFFERINGS OF UTILITY SECURITIES 


Debt Equity Total 
Financing* Financingt Financing 
Total public offerings $1,862,650,200 $51,105,700t  $1,913,755,900t 
Per cent of total 97.33 2.67 100.0 
Average maturity 27.24 years 
Average yield to investors ............. = 3.525% 
Average cost to issuers 3.669% 
Purpose of issue: 
Redemption refunding 1,739,496,302 1,781,766,002 
Per cent of total 93.4 82.7 93.1 
Maturity refundin 46,511,683 46,511,683 
Per cent of tota 2.5 2.4 
Funding 10.857,719 10,857,719 
Per cent of total 0.6 0.6 
Expansion 65,784,496 74,620,496 
3. eee ‘ 3.5 17.3 3.9 
Method of issue: 

Offered by bankers to public 1,804,350,200 1,834,286,400 
Per cent of total 96.9 58.6 95.9 
Offered by issuers to public 45,000,000 54,479,900 
Per cent of total 2.4 18.5 2.8 
Privilege subscription offers ........... 11,689,600 
Per cent of total a 22.9 0.6 
Exchange offers ‘ 13,300,000 
Per cent of total 0.7 0.7 
Reported expenses of issue: ...........4. 12,390,054 12,797,9548 || 

Average expense (per cent of par or 
stated values) 0.67} 0.898 —_ 
Bankers’ commissions 39,993,476 1,216,497§ 41,209,9738 
Average spread (per cent of par or 
stated values) 2.15 2.44§ 2.158 
Classification of issuers: 

Parent companies 96,000 685,596,000 
Per cent of total 36.8 0.2 35.8 
Subholding companies : 2,250,000 175,193,000 
Per cent of total 9. 44 9.2 
Operating companies 48,759,700 1,052,966,900 
Per cent of total 53.9 95.4 55.0 


* Comprising 100 bond issues. 

t Comprising 13 preferred stock and 2 common stock issues. 

t These totals include the only two common stock offerings of the r; Kansas Pipe Line 
and Gas Company, $550,000, and National City Lines, Inc., $750,000. 

§Computed excluding t common stocks. 

\|Computed excluding $19,500,000 of bonds whose expenses of issue were not reported. 
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be more satisfactory if the bonds of 
one issuer are always sold by the same 
bankers to a preéstablished clientele. 

The price paid for underwriting ser- 
vices should be in line with the value of 
the services, but the usual method of 
negotiation for issues does not make 
occasion for comparison of the cost of 
such services with their value.? Once 
a banking connection is established, re- 
peat orders are apt to become a matter 
of course with little pressure to effect 
the equation of cost and value which 
periodic submission to the forces of 
competition would encourage. 

On the other hand, with competitive 
bidding, the heat of competition might 
lead to overpricing, careless investiga- 
tions, and deals that would put the 
banker in an unfavorable position in his 
relations with his customers. If such 
were the results, eventually there would 
be an unfavorable effect on the costs of 
capital, not only to those issuers whose 
offerings had been poorly handled, but 
also to all corporations having need for 
permanent capital. 


S PEAKING of distribution techniques, 
one should not fail to note the 
scarcity of unregistered offerings in 
the utility list. In addition to the pri- 
vate sales noted above, there were a few 
intrastate offerings that did not go 
through the Securities and Exchange 
Commission. But these offerings were 
so nominal as to indicate the decided 
limitations on this method of capital 
raising in the utility industry.”® 

Nor is there much advantage to be 
derived from failure to register. The 
fact that expenses of bond issues seem 
to have settled at a figure averaging 
.7 of 1 per cent™ indicates that no issue 
of any size will find registration a 
financial burden. Furthermore, the 
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author is satisfied that not more than 
30 per cent of the so-called “expenses 
of issue” can fairly be called “registra- 
tion costs.” In other words, .2 of 1 per 
cent would be a fairer average for 
registration costs, the remaining .5 of 
1 per cent consisting of expenses inci- 
dental to any issue and sale regardless 
of registration. 

It would now seem perfectly safe to 
conclude that the Securities Act has 
not lived up to the words of the scare- 
heads in 1933 and 1934 and that any 
financing which needs to be done will 
be done—this in spite of the act and 
even perhaps, in some instances, be- 
cause of it. 


HE data in Table 6 might be made 

the basis for further significant 
analyses, but space does not permit 
more detail. The reader may find other 
ideas springing from the classifications 
provided therein, and if so, he may en- 
joy chasing those ideas to his own con- 
clusions. In the main, it is perfectly 
evident that the utility industry has not 
seen fit to advance financially along any 
broad front. Perhaps, if the rumored 
“working agreement” between the 
utilities and the administration is con- 
summated, it will open up new fields 
for utility investment. However, until 
those responsible for guidance of the 
industry are either scared or persuaded 
into undertaking more significant ex- 
pansion programs, the financial activity 
of utilities will be confined to “fence- 
mending.” 

Future conditions in the money mar- 
ket will determine the extent of future 
refunding operations designed to re- 
duce interest costs. Issues still remain 
that could profitably be refinanced at 
present or lower money rates. The abil- 
ity so to lower capital costs will con- 
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tinue to be a great aid to the utilities in 
supporting rate reductions andnew busi- 
ness campaigns which are necessarily 
the vogue in all corners of the country. 


| their financial relations with the 
investing world, the utilities as a 
whole are meeting many of the new 
conditions successfully. They are 
profiting by low money rates, by the 
“new deal” in investment banking, and 
by their experiences as registrants 
under the Securities Act. But, on the 
other hand, they have so far felt quite 
inhibited by the requirements of the 
Public Utility Holding Company Act. 

It will be interesting to see how the 
utilities get along when, as, and if they 


decide to reéstablish the holding com- 
pany as a financial instrument usable 
under SEC control. Will they find it 
impossible to perform significant 
financial functions under the new rules, 
or will they adapt their procedures to 
achieve benefits without having access 
to prohibited practices? Give them a 
reprieve from the “death sentence” and 
it’s a fair wager that the utility in- 
dustry ten years hence will see holding 
companies on top, with valuable finan- 
cial contributions to their credit. I 
emphasize the fact that the contribu- 
tions will be visible—not just some- 
thing to be “alleged’”—because the 
necessities of publicity will provide a 
moving-picture record of progress. 


e 


Footnotes 


1“A Billion-dollar Year in Utility Financ- 
ing,” Pustic Utimitres Forrnicutiy, Vol. 
XVII, No. 5, p. 295. aoa 

2“Public Utility Financing : 1930-35,” Michi- 
gan Business Studies, Vol. VII, No. 4. 

8Scheduled for January, 1937, was a re- 
financing of $51,991,900 of 7, 6.6, and 6 per 
cent preferred stock of Consumers Power 
Company ; to be oy with $4.50 preferred 
stock offered at $100 
4§6, (a), Public Tieility Holding Company 
Act of 1935. 

5See footnote No. 11. 

6 Bankers acted only as agents in the New 
York State Electric and Gas Corporation’s 
offering of $13,906,900 of bonds. The fee was 
2 points. 

7Acting as administrator of the Public 
par ke olding Company Act, the Securities 
and change Commission raised its eye- 
brows in disapproval at the 2.5 point under- 
writing commission taken on the December 
offering of $5,000,000 Kansas Electric Power 
Company bonds. 


8 This subject of competitive bidding was 
first the object of the author’s comments in 
Michigan Business Studies, Vol. VII, No. 4. 

9 Evidently, the Securities and Exchange 
Commission intends to watch this feature 
closely in the future applications for approval 
of security issues of registered utilities. The 
commission has ruled that declarants shall 
advise it of the underwriting spread at least 
seven days prior to effective date of declara- 
tion (except in cases of competitive bidding) ; 
time enough to permit scrutiny of the situa- 
tion before approval. 

10 For example, Mannich, Bradley and As- 
sociates, Inc., of Chicago offered $150,000 of 
20-year 5 per cent sinking fund bonds of 
Southeastern Illinois Gas Company to inves- 
tors resident in Illinois. 

11 These expenses ranged from a low of .23 
per cent on the $160,000,000 issue of American 
Telephone and Telegraph Company to a high 
of 2.74 per cent on Edison Sault Electric 
Company’s issue of $1,042,800. In 1935 the 
average expense was ./1 per cent. 





CORRECTION: The editors regret that in the pictorial supplement contained in the 
February 4th issue of Pustic UTiLities FortNIGHTLY, there appeared a photograph of 
Conowingo dam on the Susquehanna river at Conowingo, Md., which was erroneously 
_ erred to as being the property of the American Water Works & Electric C 0., 


ereas in fact the plant ts the property of The Sus 
photograph 


of the Philadelphia Electric Co. The 
e 


uehanna Power Co., a subsidiary 
So was erroneously ‘accredited to 


American Water Works & Electric Co., whereas it was reproduced through the 
courtesy of the U. S. Department of the Interior. 
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Transit Unification in New York 


The Big City planning to take over vast system of Rapid 
Transit Lines and make them a Municipal Utility 


By JAMES BLAINE WALKER 


Ew YoRK city plans to take over 
and operate as a municipal util- 


ity its vast system of rapid 
transit lines, now mainly leased to pri- 
vately owned corporations, and also the 
privately owned elevated railroads op- 
erated in conjunction with the city- 
owned subways. The proposed trans- 
action involves the transfer of about 
$2,000,000,000 worth of property. 
Most of this is owned by the city, but 
is under lease to the present operating 
companies. 

The distinction between rapid transit 
lines and other forms of urban trans- 
portation is this: Rapid transit lines 
are those over which trains of cars are 
operated ; other transit lines are those 
which operate single units, such as 
street surface cars and motor omni- 
buses. 

Rapid transit lines include subways, 
or underground railroads, and elevated 
railways. The subways were built and 
are owned by the city of New York; 
the elevated railways are owned by pri- 
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vate corporations, but they are operated 
in conjunction with the subways under 
existing contracts. The proposed unifi- 
cation plan contemplates the transfer 
of ownership of the elevated railways 
to the city, and the return to the city 
of the subways now under lease to the 
companies owning the elevated lines. 

There are three systems of subways 
now operating : 

1. The Interborough system 

2. The Brooklyn system 

3. The Independent system 

The Interborough system includes 
the city-ownec subways—the Lexing- 
ton avenue and Seventh avenue lines, 
running from lower Manhattan to the 
Bronx, and under the East river to 
Brooklyn; the Brooklyn system, run- 
ning down Broadway, Manhattan, 
from Sixtieth street to Canal street, 
with tunnels under the East river to 
Brooklyn at Sixtieth street and Mon- 
tague street ; and the Independent sys- 
tem, operated by the city, running from 
lower Manhattan to Southern boule- 
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yard in the Bronx, with branches under 
the East river to Brooklyn and Queens. 


eles oe rg it may be said 
that Greater New York city consists 
of five boroughs: Manhattan (the 
original New York city); Brooklyn 
(the old city of Brooklyn) ; the Bronx, 
that part of Manhattan Island north of 
the Harlem river; Queens, a part of 
Long Island north of Brooklyn; and 
Richmond, which is Staten Island. 
These constitute the present city of 
New York. 

The mileage covered by the above- 
named subway systems, with their ele- 
vated railroad connections, is as 
follows : 


Interborough : 76 route miles or 235 
track miles of subway; 36.87 route 
miles or 127.6 track miles of elevated 
railways. 

Brooklyn company: 29.44 route 
miles or 81.6 track miles of subway; 
13.06 route miles or 37.59 track miles 
of elevated railways. 

Independent system: 55.25 route 
miles or 196.5 track miles of subway. 


Therefore the city proposes to take 
over 210.62 route miles of subway and 
elevated lines, or 677.69 miles of track. 
This stretch of track would reach three 
quarters of the distance from New 
York to Chicago; yet it is all confined 
to the city of New York. 

Under contracts with the Inter- 
borough and Brooklyn companies, the 
city expended $394,572,000; for the 
Independent system it expended $696,- 
943,000, making the total municipal 
investment in the rapid transit lines 
$1,091,515,000. In order to effect uni- 
fication and municipal control, it now 
Proposes to pay the privately owned 
companies, which hold the leases on 
city-owned subways, $436,157,228 for 
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the surrender of the leases and the 
transfer to the city of their elevated 
railroads, power plants, etc. 

Therefore, if the unification agree- 
ment shall be approved, the city will 
take over (including its own subway 
property) subway and elevated rail- 
roads which cost $1,527,672,228. In 
addition the cost of equipment, power 
plants, etc., will bring the total value 
to or over $2,000,000,000. 


J agernsaye at rapid transit history 
will give the background of the 
picture. Following the era of omni- 
buses and horse cars, elevated rail- 
ways were introduced early in the 
1870’s. They were the first rapid tran- 
sit lines, and in their time served a use- 
ful purpose. Such was their success 
that they attracted the attention of fi- 
nanciers ; and Jay Gould, Russell Sage, 


and other men of money acquired con- 
trol of them. Traffic increased to such 
an extent that in the 1880’s the trains 


became overcrowded. In the rush 
hours passengers had to stand up in 
the cars and hold on to straps. When 
the authorities complained of those 
conditions, Gould remarked: ‘Well, 
you known, gentlemen, the dividends 
are in the straps.” 

Official and public pressure failed to 
move the owners to make needed exten- 
sions and improvements, so Abram S. 
Hewitt, then mayor of New York, 
conceived the idea of having the mu- 
nicipality build its own rapid transit 
facilities. Through his efforts the leg- 
islature enacted the Rapid Transit Law 
of 1891, which empowered the city to 
build its own rapid transit lines. At 
first it was intended that private capital 
should be used to defray the cost of 
construction; but in 1894 the legisla- 
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ture amended the law so as to permit 
the city to use public funds for the pur- 
pose, subject to a favorable referendum 
to the voters. The question was pre- 
sented to the electors in 1894, and the 
result was an overwhelming vote in 
favor of public construction and public 
ownership of rapid transit lines. The 
state created the board of rapid transit 
railroad commissioners, on which the 
city had official representation, and that 
board planned, built, and leased for op- 
eration the first subway, which ran 
from the city hall northward to the city 
limits near Yonkers and Mount Ver- 
non. Later it was extended to Brook- 
lyn by tunnel under the East river. 


Bepcgsegence began in 1900, and 
the first section, from the city hall 
to 145th street, was completed four 
years later, and leased to the Interbor- 
ough Rapid Transit Company for op- 
eration. That company a year before 
had leased the Manhattan Elevated 
Railroad system. The first train on the 
subway was started from the city hall 
station in October, 1904, and was pi- 
loted by George B. McClellan, then 
mayor of New York. From that day 
to this the subway has been in constant 
operation, day and night. It proved a 
great boon to the strap hangers of the 
elevated railroads. 

The subway proved to be such a suc- 
cess that the people clamored for more 
lines of the same kind. In three years 
it became so crowded with traffic that 


the public service commission for the 
first district, which in 1907 succeeded 
the board of rapid transit railroad com- 
missioners, made plans for and began 
the construction of the dual system of 
subways. This system duplicated the 
first subway by extending the line 
northward from Grand Central station 
up Lexington avenue to the Bronx and 
southward from Times Square through 
Seventh avenue to South Ferry and 
Brooklyn. The new lines were leased 
to the Interborough Rapid Transit 
Company, which made a contribution 
toward the cost of construction in re- 
turn for the lease. Under the same sys- 
tem the commission built the Broadway 
subway, with tunnels to Brooklyn, and 
leased it to the Brooklyn Company for 
operation. This gave the Brooklyn 
Company its first access to the rich 
traffic field in Manhattan. In consid- 
eration of the lease the Brooklyn Com- 
pany also contributed to the cost of 
construction. 


A“ these subways were planned and 
built by a state commission. In- 
asmuch as the city of New York sup- 
plied the funds for their construction, 
public sentiment favored control by the 
city. In 1924, in recognition of this 
sentiment, the legislature ended state 
control of construction and devolved it 
on the board of transportation ap- 
pointed by the mayor of the city. This 
board since has been in charge of all 
rapid transit construction. 


e 


will take over (including its own subway property) subway 


q “... Of the unification agreement shall be approved, the city 


and elevated railroads which cost $1,527,672,228. In ad- 
dition the cost of equipment, power plants, etc., will bring 
the total to or over $2,000,000,000.” 
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TRANSIT UNIFICATION IN NEW YORK 


The mayor appointed John H. De- 
laney, Frank X. Sullivan, and Daniel 
L. Ryan as members of the new board 
of transportation, designating Mr. De- 
laney as chairman, and on July 1, 1924, 
the new board took over the work of 
construction from the transit commis- 
sion. This board decided to build a 
new system of subways, to be operated 
by the city. The result was the Inde- 
pendent system, which is today being 
operated by the municipality. 

The idea of unifying New York 
city’s transit lines grew out of the 
World War. Following that cataclysm 
prices of materials and labor skyrock- 
eted and the transit companies, operat- 
ing in the city and limited by contract 
or franchise to a 5-cent fare, applied to 
the authorities and the courts for per- 
mission to increase the fare. This 
could not be done without the consent 
of the municipality, and such consent 
was withheld, largely owing to the op- 
position of the mayor, the late John F. 
Hylan. 


Te state legislature took cogni- 
zance of the situation and in 1920 
called upon Lewis Nixon, then public 
service commissioner with jurisdiction 
over all transit lines in New York city, 
to advise it “whether it is possible for 
the traction companies to render ade- 
quate service at the present fare.” The 
fare was 5 cents for each ride, whether 
for one block or for 28 miles. 

Under date of March 1, 1920, Com- 
missioner Nixon submitted to the leg- 
islature a report on transit conditions 
in New York city and stated: 


It is not possible for all of the traction 
companies to give adequate service at the 
present fare if present conditions continue. 
.. « My recommendation in brief is that a 
flexible fare based upon cost of service be 
established. 


This report bore fruit in 1921, when 
the state legislature, on the recommen- 
dation of Governor Nathan L. Miller, 
enacted a law creating the transit com- 
mission for New York city, to succeed 
the public service commission for the 
first district. The change was made in 
April, 1921, when George McAneny, 
LeRoy T. Harkness, and John F. 
O’Ryan succeeded Lewis Nixon as 
public service commissioner and John 
H. Delaney as transit construction 
commissioner. 


HE law of 1921 gave a mandate to 
the transit commission to prepare 
a plan for the readjustment and unifi- 
cation of the transit lines in New York 
city. This was the beginning of the 
“unification” movement. The law pro- 
vided, among other things, that the 
transit commission should prepare a 
plan “for the relief of the present in- 
tolerable transit conditions,” and for 
the radical and permanent reorganiza- 
tion of the entire transit system of the 
city. 
Section 106 of the act provided that 
the plan of reorganization should ef- 
fect the following purposes: 


1. The combination, rehabilitation, 
improvement, and extension of exist- 
ing railroads so that the service thereon 
may be increased and improved to the 
fullest extent possible. 

2. The receipt as soon as practicable 
by the city of sufficient returns from 
the operation of the railroads so that 
the corporate stock or bonds issued by 
the city for the construction of rapid 
transit railroads may be exempted in 
computing the debt-incurring power of 
the city under the Constitution of the 
state. 

3. The assuring to the people of the 
city the continued operation of the 
railroads at the present or lowest pos- 
sible fare consistent with the just valu- 
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City Control of Unified Transit 


“_.. the [unification] plan provides for the 
transfer of all rapid transit railroad proper- 
ties, including power plants, to the city, and 
their lease by the city for seventy-five years to 
a board of transit control, to be composed of 
representatives of the city and the companies, 
but with control in the hands of the city. This 
board ts to operate them as the agent of the 


city.” 





ations of the railroads and their safe 
and economical operation. 


The act left to the discretion of the 
transit commission as to which rail- 
roads should be brought into the uni- 
fied system. 

In the fifteen years elapsing since the 
passage of the act much has been done 
in the direction of “unification,” but 
no practical plan acceptable to the city 
and the operating companies has been 
evolved. 

In 1921 the transit commission for- 
mulated and adopted a plan for the uni- 
fication of all transportation lines — 
subways, elevated railroads, street sur- 
face car lines, and motor omnibus com- 
panies. It provided for the acquisition 
by the city of all such lines and for 
their operation by a board of control 
to be composed of representatives of 
the city and the operating companies, 
but dominated by the city. The plan 
was submitted to the board of estimate 
and apportionment. Mayor Hylan op- 
posed it and the board of estimate and 
apportionment failed to approve it. In 
1926 James J. Walker became mayor, 
but he took no action on the plan. 
Meantime the transit commission con- 
tinued its work of making valuations 
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of the railroad properties and keeping 
them up to date. 

In April, 1926, the original mem- 
bers of the transit commission, namely 
Messrs. McAneny, Harkness, and 
O’Ryan, went out of office, their 5-year 
term having expired. Governor Alfred 
E. Smith appointed as their successors 
John F. Gilhrist, chairman; Leon G. 
Godley, and Charles C. Lockwood. 
This commission retained Samuel 
Untermeyer, who served without com- 
pensation, to prepare a unification plan. 
Instead of taking in the street railroads 
and bus lines, Mr. Untermeyer, with 
the consent of the commission, re- 
stricted the plan to the rapid transit 
railroads—subway and elevated lines. 
A new plan was prepared on these lines. 
Public hearings were held, but no final 
action was taken. 


Wa this plan was under consid- 
eration important changes had 
occurred in the transit commission. In 
January, 1929, John F. Gilchrist re- 
signed, and Governor Roosevelt ap- 
pointed William G. Fullen to succeed 
him as member and chairman. In De- 
cember, 1931, Commissioner Charles 
C. Lockwood resigned to become a 
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justice of the supreme court. Gover- 
nor Roosevelt appointed Reuben L. 
Haskell to succeed him. Samuel Un- 
termeyer resigned as special counsel, 
and the new commission appointed 
John J. Curtin to succeed him. Under 
Mr. Curtin’s direction the commission 
completed a new unification plan and, 
in December, 1931, sent it to the board 
of estimate and apportionment for ap- 
proval. No action was taken by that 
board until after the election of Fio- 
rello H. La Guardia as mayor in 1933. 

In 1934 Mayor La Guardia ap- 
pointed a special committee, consisting 
of A. A. Berle, city chamberlain, and 
Samuel Seabury, a lawyer, to confer 
with the traction corporations and if 
possible arrive at an agreement on a 
plan of unification of the rapid transit 
lines. In 1935 the committee reached 
an agreement with the New York 
Rapid Transit Corporation, the 
“Brooklyn Company,” and a subsid- 
iary of the Brooklyn-Manhattan Tran- 
sit Corporation, and in the early part 
of 1936 reached a similar agreement 
with the Interborough Rapid Transit 
Company and the Manhattan Railway 
Company, owner of the elevated rail- 
roads operated under lease by the Inter- 
borough Company. 


[ should be stated that these agree- 
ments were made with conferees 
named by each company, whose action 
did not bind the companies. Should the 
agreements be approved by the confer- 
ees, consent of the stockholders and 
bondholders of the companies would 
be necessary before the unification plan 
could be made effective. 

The plan assented to by the company 
conferees and the city committee — 
Berle and Seabury—was submitted to 
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the board of estimate and apportion- 
ment, which thereupon returned to the 
transit commission its plan of Decem- 
ber, 1931, and requested a revision 
thereof to conform to the agreements 
negotiated by Messrs. Berle and Sea- 
bury. The transit commission is now 
holding public hearings on the pro- 
posal. 

In brief the plan provides for the 
transfer of all rapid transit railroad 
properties, including power plants, to 
the city, and their lease by the city for 
seventy-five years to a board of transit 
control, to be composed of representa- 
tives of the city and the companies, but 
with control in the hands of the city. 
This board is to operate them as the 
agent of the city. 

Under the plan the following prop- 
erties would be included : 

Interborough Company: All city 
subways operated under lease, and 
Manhattan Railway Company elevated 
railroads, namely the Ninth avenue, 
the Sixth avenue, the Third avenue, 
and the Second avenue lines. 

The Brooklyn Company: All city 
subways operated under lease, and all 
Brooklyn elevated railroads owned by 
the Brooklyn Union Elevated Railroad 
Company and the Kings County Ele- 
vated Railroad Company, principally 
the Fulton street and Broadway lines. 

The Independent system of sub- 
ways, owned and operated by the city 
of New York. 


KY if the plan shall prove accept- 
able to both sides, additional 
legislation will be required to put it into 
effect. The legislature of 1937 will be 
asked to enact a law establishing the 
“transit district of the city of New 
York,” and creating in and for such 
district “a nonprofit-sharing body po- 
litic and corporate and political instru- 
mentality and subdivision of the state, 
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without share capital, to be known as 
the ‘board of transit control of the city 
of New York’.” 

Under the plan the city of New York 
and the board of transit control are to 
make payments for the properties 
transferred as shown in next table: 


oben makes the total to be paid for 
all properties $436,157,220. 

The creation of the board of transit 
control is necessary for two reasons: 


1. The city government, in the event 


erties, has no facilities for the manage- 
ment of such a huge enterprise, and 
therefore prefers to have a competent 
agency assume the burden. 

2. Under the state Constitution the 
city cannot become indebted for an 
amount in excess of 10 per cent of its 
assessed valuation. The margin under 
this debt limit is too small to permit 
the issuance of additional city bonds in 
the amount of $436,157,220 needed to 
purchase the properties. 


Therefore the city authorities de- 
cided to ask the legislature to establish 
a board of transit control for the tran- 


of taking over the rapid transit prop- 


e 


INTERBOROUGH AND MANHATTAN COMPANIES: 


For Interborough 5 per cent bonds: 
Bonds of city of New York (34%) $37,713,000 
Bonds of board of transit control (44%) 75,426,000 
For Interborough 7% notes: 
Bonds of city of New York (34%) 
Bonds of board of transit control (41%4%) 
ar, Manhattan Co. con. mortgage bonds (4%) : 
ash 
Bonds of board of transit control (4%) 1st lien 
Bonds of board of transit control (4%) 2d lien 
For Manhattan Co. 2nd mortgage bonds (4%) : 
Bonds of board of transit control (434%) 2d lien .... 
For Interborough 6 per cent notes: 
Bonds of board of transit control (4%) 2d lien .... 
For stockholders of Interborough Co.: 
Bonds of board of transit control (434%) 2d lien ...... 
For holders of unmodified stock of Manhattan Co.: 
Bonds of board of transit control (4%4%) 2d lien 
For holders of modified stock of Manhattan Co.: 
Bonds of board of transit control (434%) 


20,618,000 


3,015,000 
10,500,000 
12,268,594 

3,915,900 
23,815,506 

$238,251,000 


THE BROOKLYN COMPANY: 


For Kings Co. Elevated bonds (4%) 
For Brooklyn Union El. bonds (5%) 
Bonds of board of transit control 
For preferred and common stock in Williamsburgh Co. : 
Bonds of board of transit control (444%) Ist lien .... 
Bonds of board of transit control (51%4%) 2d lien .... 
For holders of B. M. T. Corp. 444% bonds: 
Cash or bonds (31%4%) of city of New York 
Bonds of board of transit control (4%) 1st lien 64,900,000 


$197,906,220 


40,536,420 


*This amount, subject to which 7 be Mater will take ae. does not include 


$11,000,000 principal amount of said Brooklyn Union Elevated Rail- 
road Company first mortgage 5 per cent gold bonds owned by B. M. T. 
Corporation and which it covenants and agrees to surrender to the 
trustee for cancellation on or prior to the inte of consummation. 
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sit district of New York city and to 
empower such board to issue its own 
bonds for the purpose, the city agree- 
ing to lease the rapid transit properties 
taken over under the unification plan 
for seventy-five years to the board of 
transit control for management and 
operation. Hence the plan provides for 
the payment of a large part of the pur- 
chase price by the securities of the 
board of transit control. 

According to the plan, the business 
and affairs of the board of transit con- 
trol shall be managed and conducted by 
fifteen directors, of whom eleven shall 
be appointed by the mayor of the city, 
with the approval of the board of esti- 
mate and apportionment, not more 
than two of whom shall be officers of 
the city, and at least one of whom shall 
be an officer of the state of New York, 
to serve ex officio; and four of whom 
shall be appointed by the mayor upon 
the nomination of the railroad com- 
panies whose properties are included 
in the unification plan and agreement. 


[= plan provides that the board of 
transit control shall execute and 
deliver two indentures and deeds of 
trust, one to be known as the first lien 
indenture and one to be known as the 
second lien indenture, to secure respec- 
tively its first and second lien bonds. 
Prior to the issuance of bonds, how- 
ever, the board must assign to the trus- 
tee of, and mortgage and pledge under, 
the first lien indenture as a direct first 
lien thereon, and the second lien in- 
denture as a lien thereon subject to the 
prior lien of the first lien indenture, 
the following : 
1. The contract and lease. 


2. All right, title, and interest in and 
to any other property, real or personal, 
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held by the board of transit control for 
operation. 


Under these indentures the board of 
transit control will be authorized to 
issue two series of bonds as follows: 


Series A, bearing 41%4% interest. 

Series B, bearing 4%, 434% and 5%4% in- 

terest. 

A sinking fund, adequate to pay the 
interest and retire the bonds at matur- 
ity, is to be established. The proposed 
issues are as follows: 


Series A at 4%% 

Series B at 4% 

Series B at 44% 

Series B at 51%4% 

Of these amounts $15,000,000 of 
the first lien 414%4% bonds and $25,- 
000,000 of second lien 434% bonds 
shall be reserved for sale to provide 
working capital or a fund for rehabili- 
tation, etc. 


6 Be contract and lease between the 
city and the board of transit con- 
trol will provide that all the lines em- 
braced in the unification plan shall be 
operated under unified management 
and control as codrdinated system, and 
that the fare be limited to 5 cents “un- 
less and until changed by the board of 
transit control with the consent of the 
board of estimate and apportionment 
and according to law.” This opens the 
way to an increase of fare if advisable. 
At present all rapid transit lines are 
limited by contract to a 5-cent fare. 
This fare is now, and has been since 
the World War, inadequate to enable 
the rapid transit companies to make 
the annual payments to the city re- 
quired by the dual system contracts. As 
a result of the failure of these pay- 
ments the city has been compelled to 
pay the interest on its bonds issued for 
the construction of the subways oper- 
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Five-cent Fare Deficits 


COAT present all [New York city] rapid transit lines 

are limited by contract to a 5-cent fare. This 
fare is now, and has been since the World War, inade- 
quate to enable the rapid transit companies to make the 
annual payments to the city required by the dual system 


contracts. . 


. . On this account the city has rolled up 


enormous deficits under its contracts with both the 
Interborough and the Brooklyn companies.” 





ated under said contracts to the extent 
of about $14,200,000 a year, which 
should have been paid out of the reve- 
nues of the subways. 

On this account the city has rolled 
up enormous deficits under its con- 
tracts with both the Interborough and 
the Brooklyn companies. According to 
the latest reports available, those for 
the period ended June 30, 1936, the 
total city deficit under the Interbor- 
ough contract was $197,820,092,05, 
and that under the contract with the 
New York Rapid Transit Corporation, 
the Brooklyn Company, $140,488,- 
780.45—making the total due the city 
of New York $338,308,872.50. 

During the same period the com- 
panies accumulated deficits, owing to 
the inadequacy of the revenues to pay 
all of their charges. As of June 30, 
1936, these deficits were: Interbor- 
ough Company $192,547,614.70, in- 
cluding a deficit of $192,101,504.86 
from the operation of the Manhattan 
Elevated System under certificates 
granted by the public service commis- 
sion in 1913; New York Rapid Transit 
Corporation (Brooklyn Company) 
$3,126,243.15—making the total com- 
pany deficits $195,673,857.85. Add- 
ing those deficits to those of the city 
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gives a total of accrued deficits under 
the dual system contracts and allied 
certificates of $533,982,730.35. 

Subtracting the deficits of the com- 
panies, $195,673,857.85, from the 
city’s deficit of $338,308,872.50 leaves 
a balance of $142,635,014.65, owing 
to the city. 

The proposed unification plan can- 
cels this indebtedness in §III of Art. 5. 
This section provides that the dual sys- 
tem contracts “and all deductions from 
revenue under such contracts and cer- 
tificates” in favor of the city and the 
companies “‘shall be canceled and dis- 
charged.” 

This means that the joint indebted- 
ness of the companies to the city under 
the dual system contracts, amounting 
to $142,635,014.65, shall be wiped out, 
apparently without any consideration 
to the city. It may be that the cancel- 
lation of this debt reduced the price 
which the companies charged the city 
for their properties. 


= negotiations above referred to 
were conducted by a committee 
representing the city government — 
Messrs. Berle and Seabury — and by 
committees named by ‘the companies 
for conference only. Neither the com- 
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mittee for the city nor the committees 
for the companies had power to bind 
their principals. Hence it is provided 
that any agreement arrived at by the 
committees shall be approved by the 
principals before the unification plan 
can become effective. 

Accordingly the plan provides that 
any such agreement arrived at by the 
conferees shall be submitted to the 
stockholders and bondholders of the 
companies and to the board of estimate 
and apportionment of the city. Con- 
sent of 75 per cent of the bondholders 
of the companies is required, but the 
city may accept less if it pays in cash 
an amount necessary to redeem the 
bonds not deposited under the agree- 
ment. Hence the plan cannot become 
operative unless a majority of the 
stockholders and 75 per cent of the 
bondholders agree to it, subject to the 
right of the city to purchase for cash 
the bonds falling short of the 75 per 
cent limit. 


| iperimogee important provision of the 
plan requires, at the option of the 
city, the payment to the city of the de- 
preciation funds accumulated by the 
Interborough and the Brooklyn com- 
panies under the dual system contracts. 
These contracts required each company 
to establish a depreciation fund, the 
amount of which was to be agreed upon 
by the transit commission and the com- 
panies. To care for such funds the 
contracts provided for a depreciation 
fund board for each company to be 
composed of three members—one rep- 
resentative of the city, one representa- 


tive of the company, and a third mem- 
ber to be chosen by agreement between 
the city and the company, Such board 
was empowered to invest the funds 
contributed in sound securities. 

Accordingly a depreciation fund 
board was established for each com- 
pany. Periodically the companies paid 
over to such boards the amounts agreed 
upon. In the eighteen years since these 
boards were established they have ac- 
cumulated millions of dollars. Accord- 
ing to the last reports, dated June 30, 
1936, the depreciation fund board for 
the Interborough and Manhattan com- 
panies had on hand securities with a 
book value of $6,604,000 ; and the de- 
preciation fund board for the Brook- 
lyn Company contract and allied certifi- 
cates held securities with a book value 
of $11,578,973.87. 


SF haps the unification plan these se- 
curities, totaling over $18,000,- 
000, may be turned over to the city or 
used to reduce the amount of bonds to 
be issued to the companies by the board 
of transit control. If they are trans- 
ferred to the city they will probably be 
turned over to the board of transit con- 
trol to be held as depreciation reserves. 

The hearings on the unification plan 
before the transit commission, which 
began last September, are now draw- 
ing to a close, and a decision may be 
expected early in 1937. Under the law 
the transit commission must formulate 
and adopt the plan for unification and 
transmit it to the board of estimate of 
the city and to the several companies 
for approval. 





g “Greep and speed have become the two all powerful slave drivers that are 


flogging the American public.” 


231 


—Ray H. TAacsor, 
Governor of Colorado. 
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Are Natural Gas 


Rates 


Going Modern? 


An airplane view and forecast of the industry s schedules 


By C. EMERY TROXEL 


HE great “come-back” of the 
natural gas industry has brought 


attention in its wake to impor- 
tant rate-making problems of this util- 
ity. If natural gas utilities have not 
yet reached maturity, and many believe 
they have not, predictions on rate 
forms are deserved. Joining of the 
characteristics of the industry and the 
prevailing rate schedules with probable 
developments and growth of the busi- 
ness provides glimpses of this utility’s 
rate-making tasks and trends. 

Anyone who has examined many of 
the rate schedules of natural gas util- 
ities has noted wide differences in the 
form of these rates. Before observing 
these schedules the conditions under 
which natural gas service is rendered 
should be summarized because thereby 
may be revealed the reasons for these 
variations. Natural gas consumers 
may be within sight of the wells from 
which their gas comes or they may be, 
as are the customers in Detroit, 1,200 
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miles from the source of their gas sup- 
ply. In fact, because of the recent boom 
in gas pipe-line construction, an in- 
creasing number of natural gas con- 
sumers have never seen a gas field. 
Furthermore, the available natural gas 
supply may be dwindling or it may be 
so abundant that much of it is wasted; 
villages or cities, small homes or great 
industries, may be served. These dis- 
similar conditions in the rendition of 
natural gas service naturally result in 
different costs of service and compar- 
able variation of rate schedules. 

A sketch of several of the cost char- 
acteristics of the natural gas business 
will provide further explanation of 
these rate divergences. First, the per- 
centage of total costs represented by 
fixed costs (especially depreciation and 
interest) will vary with the distance of 
gas transmission. From unimportance 
fixed costs may rise to 60 per cent or 
more of total cost when gas is trans- 
ported 1,000 miles. And since 1929 
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and in the face of a bitter depression 
25,000 miles of high-pressure, long- 
distance gas lines have been constructed 
at a cost varying roughly from $30,- 
000 to $60,000 per mile. With these 
long lines the expected form of coming 
pipe-line construction, high fixed costs 
will force careful consideration of mar- 
kets and rate making. Next, if a nat- 
ural gas utility purchases its gas supply, 
this cost varies. Natural gas may be 
purchased at prices ranging from a few 
cents per thousand cubic feet in many 
areas of plentiful reserves, as in south- 
western states, to 15 or 20 cents per 
thousand cubic feet in the dying Appa- 
lachian fields. Moreover, when a utility 
system produces as well as transports 
and distributes its natural gas supply, 
and most of the large systems do all 
of these, fixed costs increase in amount 
and percentage of total costs. In fact 
the fixed costs of return on, and depre- 
ciation of, leasehold and gas well in- 
vestments represent the principal ex- 
penses of producing natural gas. 


W"" this background an airplane 
view and forecast may be pre- 
sented of rate schedules. Gone are the 
flat rates which prevailed during the 
heyday of eastern gas fields and a time 
of disregard for gas conservation. But 
today one finds frequently in south- 
western states low straight-line meter 
rates. Usually there are different uni- 
form rates for customer classes, par- 
ticularly the residential and industrial 
classes. Straight-line meter rates will 
only prevail where gas is cheap and 
plentiful. With a waning of the sup- 
ply or an increase in the distance of its 
transmission entrance of carefully con- 
structed schedules may be expected. 
Block rate forms — some simple, 
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others carefully prepared — are com- 
monest in this industry. When an abun- 
dant gas supply is near-by brief block 
rates are used, and frequently there is 
no service or minimum bill charge. 
Utility companies probably believe that 
great care need not be given to devising 
rate schedules where transmission costs 
are slight. Transportation of gas 500 
or more miles, however, obviously has 
resulted in the use of more detailed 
block rates in addition to frequent use 
of minimum bill and service charges. 
Sometimes employment of quick- 
breaking initial blocks has permitted 
gas companies far distant from gas 
fields to use the same block schedule 
for all classes of gas service. 

As one might guess demand rate 
forms have been frequently used, when 
fixed costs are dominant, for industrial 
and commercial uses including house 
heating. Similarly, with the widening 
of the market for natural gas, whole- 
sale or “gate” rate schedules are fre- 
quently the demand type rather than 
the previously popular block form. 
More long-distance pipe lines will be 
constructed—at least this seems to be 
the most likely direction of expansion 
for the industry. Thus, demand rate 
schedules will increase in number for 
sales of gas to industries, house-heat- 
ing customers, and local gas distribut- 
ing companies. Of the rate forms con- 
sidered this is the only one which rec- 
ognized the importance of an equitable 
distribution of a heavy fixed cost 
burden. 


oo another soothsaying on natural 
gas rate forms may be given. With 
a continuance of this “branching out” 
in the natural gas market, companies 
may desire to sell natural gas to domes- 
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tic customers on demand schedules. 
But notwithstanding the load of fixed 
costs carried by a company, domestic 
customers will not accept demand rates. 
As they object to a service charge as a 
price for something which they did not 
get, so will they fail to understand the 
more complex two- or three-part de- 
mand rate schedules. It may be guessed, 
therefore, that block schedules will con- 
tinue to prevail for domestic service. 

Strange things happen even in the 
natural gas business. Occasionally an 
observer is surprised on finding that a 
small natural gas company has ascend- 
ing prices per block instead of the usual 
descending prices. This rate-form odd- 
ity, which is employed to discourage 
natural gas use by industries in declin- 
ing gas production areas of eastern 
states, has been approved as a conser- 
vation measure by several state com- 
missions,’ although its use has been de- 
nied in other instances.? In the event 
of a much shortened gas supply in- 
creased prices for all users should elim- 
inate need for this questionable manner 
of consumer discrimination. 

Rates may not take this “step-up” 
block form, but there will probably be 
an increase in the level of rates for 
natural gas sold to many present cus- 
tomers. Unless new fields or deeper 
sands are found in the Southwest and 
West to replace the now great gas re- 
serves, these producing areas will go 


since 1929 and in the face 


region. The cost of gas either pro- 
duced or purchased in these fields will 
increase. Reasons for this were pre- 
viously mentioned. Natural gas rates 
may increase, therefore, in coming 
years as much as 20 cents per thousand 
cubic feet for many consumers. 


HERM rates (a “therm” is usually 

defined as 100,000 B.T.u.’s) have 
been frequently used when transfer is 
made from manufactured to natural 
gas service. Gas consumption is mea- 
sured by the customary volumetric 
basis, but the cubic feet are translated 
into therms. Really this is a method of 
billing. If original manufactured gas 
rates continued, a lessening of total 
revenue would result because of the 
higher heat content of natural gas. 
Rates would be increased to prevent a 
decline in gross or net revenue. Con- 
sumers, however, would fight and pro- 
test were rates increased even though 
their bills be decreased. So, gas com- 
panies have been frequently driven to 
cloaking these rate increases by means 
of the therm rate. It is a sad commen- 
tary on consumer intelligence. 

In step with these consumer attitudes 
has been the uncertain position of com- 
missions. In several cities the therm 
rate form has been submitted as an op- 
tional rate.* The New York Public 
Service Commission has required, in 
two instances, that the customer bills 
must show computations on both cubic 
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“FROM unimportance fixed costs may rise to 60 per cent or 
more of total cost when gas is transported 1,000 miles. And 


of a bitter depression 25,000 miles 


of high-pressure, long-distance gas lines have been con- 


the way of the fields in the Appalachian 
structed at a cost varying 
per mile.” 
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roughly from $30,000 to $60,000 
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foot and therm bases.* The National 
Association of Railway and Public 
Utilities Commissioners believes that 
“ such a rate makes for the conve- 
nient change-over from gas of one heat- 
ing value to another . . .” and that “. . . 
the sale of gas service is primarily and 
unquestionably a sale of heat units.’”* 
In 1932, however, the Indiana Public 
Service Commission reversed a pre- 
vious opinion by refusing to permit 
the use of the therm rate in Indiana, 
although it recognized that reduced 
revenue may result from transfer to 
natural gas service.® 


| yay the principal reason in 
Indiana for refusing the therm 
rate was failure of customers to under- 
stand it. The Missouri commission re- 
fused to sanction permanent use of the 
therm rate because of misunderstand- 
ing among customers, the absence of a 
therm measuring meter, and the lack 
of final definition of the number of 
B.T.U.’s in a therm? The Illinois Com- 
merce Commission temporarily allowed 
the use of the therm rate by the Peo- 
ples Gas Light and Coke Company, 
which serves Chicago, since the com- 
pany accepted a reduction of gas rates.® 
Only as an “experimental rate” has the 
Illinois commission been willing to ad- 
mit this rate form.® 

Because there is no change except in 
the billing method, there is no justifica- 
tion for a therm rate aside from the 
failure of gas customers to understand 
a rate increase in terms of cubic feet. 
Certainly, therefore, this rate form 
need not be used where manufactured 
gas has never been sold. And, perhaps, 
there occasionally may be a return to 
the cubic foot basis of billing wherever 
the therm basis has been tried. Al- 


though it is a good public relations pol- 
icy that keeps consumers contented, 
there ought not be too many false 
amends for inaccurate customer think- 
ing. 

A generally low annual utilization 
of capacity, wide fluctuation on sales 
during any day, and seasonal varia- 
tion of sales summarize the sources of 
load factor troubles for natural gas 
companies, particularly the new long- 
distance lines. Most of the new lines 
have not since their completion made 
gas deliveries to the limits of their ca- 
pacities. Most of these lines have never 
utilized more than 50 per cent of their 
annual capacity. There may, however, 
be improvement in annual utilization 
of capacity of these lines when their 
markets are better developed and busi- 
ness conditions improve. 


n the San Francisco area, for exam- 
ple, the following promotional rate 
is used to encourage use of the surplus 
capacity by near-by industries: 
First... 50Mcu. ft. .. 40¢ per M cu. ft. 
Next... 50Mcu. ft... 30¢ per M cu. ft. 
Next... 900 Mcu. ft... 17¢ per M cu. ft. 
Next ...2,000 M cu. ft... 14¢ per M cu. ft. 
All additional 13¢ per M cu. ft. 

These industries must be ready to 
transfer to other fuels should regular 
gas customers desire to use the full ca- 
pacity of the system. This type of rate 
resembles off-peak rates because its 
purpose is to recoup some of the fixed 
costs. 

Natural gas systems may improve 
their daily load factors because gas 
may be stored or “packed” in the pipe 
lines under a pressure ranging from 
300 to 600 pounds per square inch. Al- 
so, natural gas may be stored in manu- 
factured gas holders wherever they are 
available. Though these operations as- 
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Monthly Variation of Natural Gas Sales for 125 Companies* 


(THOUSANDS OF M CU. FT.) 
Domestic Service Industrial & Commer cial Service 
Maximum Minimum % Min- Maximum Minimum % Min- 
Month imum to Month Month imum to 
Sales Maximum Sales Sales Maximum 
10,729 29.3 24,474 81.7 


28.2 , 
27.4 21,025 


32. 18,022 
50 


39,036 
46,865 
51,288 


*Survey of current business, 1929-36. A change in the reports in 1933 ac- 
counts for the sudden increase in monthly sales during the last three years. 





sist the patient in curing fixed cost and 
investment ailments, there still remain 
those “valleys” or relapses in a com- 
pany’s daily chart of sales. Where 
fixed costs are heavy—and this will 
also be a mark of the anticipated 
growth of the industry—off-peak rates 
commonly are granted, for instance, 
to bakeries or industries for night use 
of gas and to domestic customers for 
water heating during limited hours of 
a day. Reductions for off-peak nat- 
ural gas service are often as much as 
40 to 50 per cent of regular rates. 


P ROBABLY the poor load factor of gas 
companies is attributable more to 
seasonal changes in revenue than to any 
of the other mentioned sources. Where 
house-heating sales are large, and they 
usually are, domestic customers vary 
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their purchases far more than do indus- 
trial consumers. This condition is re- 
vealed by the figures listed in the above 
table, 

Greater regularity of industrial cus- 
tomer sales partially explains the quest 
by long-distance pipe lines of gas pur- 
chase contracts with industries before 
construction of some of the lines was 
begun. These data portray a need, 
when fixed costs are huge, for summer- 
time business to balance the seasonal 
change in sales of gas for house heat- 
ing. Unfortunately there are not many 
industries or other consumers who can 
fill in this gap. However, the North 
Central Gas Company, which has built 
a pipe line from Wyoming gas fields to 
western Nebraska, has obtained part 
or all of the late summer or fall heating 
load of the sugar beet plants in that area 
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of Nebraska. For example, vegetable 
canning slants represent another un- 
tapped summer-time market for natu- 


ral gas. 


N° longer is natural gas sold in the 
Appalachian area for one-half 
the cost of coal as it was in the ’80’s 
and ’90’s. Nor can natural gas be 
transported to distant cities to compete 
with coal and fuel oil for all-heating 
purposes. In a previous issue of this 
magazine the author commented on 
some of these features of competition 
in the natural gas industry.’ Compe- 
tition with coal, fuel oil, and electricity 
sellers, the fixed cost burden and “val- 
leys” in daily and annual load curves 
are combined to make some interest- 
ing and knotty rate problems for nat- 
ural gas companies. 

First, it should be noted that natural 


gas systems have an advantage over 
their unregulated competitors because 
of reduced prices for gas sold during 


off-peak periods. A favorable load 
factor or off-peak characteristics of an 
industry or a special class of consum- 
ers makes it possible, as all public util- 
ity operators and students know, to 
specify rates which are lower than gen- 
eral rate schedules. An industry, whose 
gas consumption is heaviest during the 
summer or at night will merit, because 
of its off-peak characteristics, a re- 
duced rate. Likewise, an industry with 
a 90 to 100 per cent load factor de- 
serves a lower rate than an industry 
with a 40 to 50 per cent load factor, un- 
less the latter consumer utilizes the gas 
during off-peak periods. Light and 
power companies may give similar off- 
peak rate reductions. But coal and fuel 
oil are not and cannot be sold in this 
manner. And it pains producers and 
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distributors of coal and fuel oil no lit- 
tle that they cannot equal these prices. 
This condition partially explains the 
ridiculous contention of the National 
Coal Association that classes of gas 
customers should pay equal propor- 
tions of fixed costs. 


HERE are other situations, more- 
over, where a class of gas cus- 
tomers cannot pay all costs allocated 
properly to them, yet continue to com- 
pete with other fuels. When a compe- 
titive use of natural gas, such as house 
heating or cooking, coincides with peak 
usage and is represented by a poor load 
factor, the problem of competitive 
rates is a different one. Even though 
house-heating service is a more sea- 
sonal and peak use of gas than general 
residential consumption, gas is pro- 
vided for house heating at lower rates 
than the prices for general household 
usage. Moreover, most natural gas 
companies have encouraged the house- 
heating load. House heating or simi- 
lar uses, which have distinct seasonal 
features, must be granted rates which 
will approximate the cost of using 
other fuels. It is a question, therefore, 
of either losing large amounts of nat- 
ural gas sales or serving these uses at 
whatever price may be obtained. Prices 
of other available fuels may make im- 
possible an indiscriminate distribu- 
tion of fixed costs. In final analysis 
these peak uses may be served, pro- 
vided, first, that they pay some part of 
the fixed costs allocated to them, and 
secondly, that the less competitive types 
of consumption are not using the en- 
tire capacity of the system. 
Competition between fuel oil and 
natural gas on the Pacific coast illus- 
trates use of a novel method to pre- 
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“As more long-distance gas lines are built and as gas becomes 
more precious, rate schedules must necessarily be carefully 
constructed. But these rate structures cannot be too complex 
for residential consumers for there is abundant proof that 
these buyers do not comprehend involved sorts of public 


e 


utility pricing.” 


vent changes in the competitive advan- 
tage of each fuel. Some of the natural 
gas companies have attached to the 
rates, for large commercial and indus- 
trial users, a clause providing for a 
change in the price per thousand cubic 
feet of gas when the market price of 
fuel oil changes. The rate of the Pa- 
cific Gas and Electric for San Fran- 
cisco includes the following fuel oil 
clause: “The gas rate . . . is subject to 
increase or decrease on the basis of 
one-tenth cent per hundred cubic feet 
for each 6 cents per barrel increase or 
decrease, respectively, in the market 
price of fuel oil, as regularly quoted by 
the Standard Oil Company of Cali- 
fornia, from 89 cents per barrel. . .” 
The maximum reduction is 15 cents 
per hundred cubic feet. 


gags public service commissions 
have refused to permit natural gas 
rates to be established solely on the 
basis of prices of other fuels. The In- 
diana commission “ . . . will not give 
consideration to the comparative value 
of natural gas and other fuels.”"* Cus- 
tomers in Montana have urged that 
natural gas rates ought to bear com- 
parable relationship to the costs of 
coal. The Montana commission, how- 
ever, has denied this basis of rate mak- 
ing for, by analogy, it “. . . would be 
tantamount to fixing electric rates with 
regard, to assumed competition with 
natural gas.””* In another decision, the 


Montana commission refused to fix 
rates for Havre, Montana, which 
would have been equal to coal costs." 

Generally, however, state commis- 
sions have permitted natural gas rates 
which will allow it to compete with 
other fuels. In fact, this competition 
and the influences of it on gas prices 
are unavoidable. Whereas a state com- 
mission may restrict competition be- 
tween gas companies, there should be 
no strait-jacketing of a natural gas 
company’s efforts to compete with coal 
and fuel oil interests. And to this end 
the Oklahoma Corporation Commis- 
sion, for instance, has approved rates 
on natural gas sold to an oil refinery 
much lower than those charged com- 
mercial and residential users.’* Also, 
the California commission has given 
consideration to “. . . competition with 
other forms of fuel.” As the nat- 
ural gas industry reaches out for addi- 
tional distant markets, rate-making 
problems of this sort will increase in 
number and importance. 

As more long-distance gas lines are 
built and as gas becomes more precious, 
rate schedules must necessarily be care- 
fully constructed. But these rate struc- 
tures cannot be too complex for resi- 
dential consumers for there is abun- 
dant proof that these buyers do not 
comprehend involved sorts of public 
utility pricing. Simultaneously there 
may appear an increase in gas prices 
for many present-day gas consumers, 
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because gas costs in a field increase as 
output of the field wanes. If an ex- 
pected increase in long-distance gas 
line mileage is realized, there will be 


more off-peak rates. Also, the influ- 
ence of competition from other fuels 
will continue to be a disturbing item in 
this industry’s rate-making. 
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The Right Road to More Abundant Life 


ro standard of living of wage earners can be raised 
only by increasing the spread between wages and 
prices. Improvement in the ratio of wages to prices depends 
fundamentally upon increasing the efficiency of production. 
Only inconsequential increases in wages can be achieved by 
trenching upon profits. The primary requirement for an im- 
provement in the wage-price ratio is increased productive out- 
put through the acceleration of technical advances, improved 
management, increased labor efficiency, etc. Any practices or 
policies that tend to work in this direction are economically 
sound; and any that work in the opposite direction are eco- 


nomically unsound.” 
—Dr. Harotp G. Moutton, 
President, Brookings Institution. 
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“Show-Down” on TVA Policy 


HE temporary truce in the Tennessee 

valley called last November for 
fact-finding and formulation of objec- 
tives by the Federal Power Commission 
in codperation with Commonwealth & 
Southern Corporation has not produced 
any tangible program. The internal TVA 
controversy between Chairman Morgan 
and Director Lilienthal, which flared up 
last month, complicated the matter. The 
new committee, appointed by the Presi- 
dent and headed by Secretary Ickes, has 
not yet had time to make material prog- 
ress. Legislation is to be drafted to estab- 
lish a broad national policy for genera- 
tion, transmission, and distribution of 
electric power. 

The need for haste in devising new 
legislation was due to the expiration 
February 3rd of contracts under which 
TVA sells an important part of its power 
to private utilities, and also the fact that 
power from Bonneville will be available 
for sale in western Oregon and Wash- 
ington within a few months. 

The President based his decision to 
discontinue the power pool negotiations 
upon the fact that a Federal court has 
issued a preliminary injunction discon- 
tinuing TVA construction activity, which 
he states “precludes a joint transmission 
facility arrangement.” A number of 
observers found difficulty in under- 
standing just why the temporary cessa- 
tion of construction work should make 
the power pool an impossibility. The 
real reason may be the political op- 
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Comment 


By OWEN ELY 


position to the codperative idea sud- 
denly stirred up by Senator Norris 
and Mr. Lilienthal. A power “bloc” in the 
House of Representatives is in process of 
formation, to support a TVA policy of 
retailing its own power to ultimate con- 
sumers “at the yardstick rates, or rates 
based upon the cost of generation, trans- 
mission and distribution.” Senator Norris 
has indicated that he will ask Congress 
for legislation to curb the power of the 
lower courts to issue injunctions, through 
creation of a special court in which would 
be vested sole jurisdiction in suits involv- 
ing constitutionality of a Federal law 
(with direct appeal to the U. S. Supreme 
Court). 


S Rew is no definite news as yet to 
indicate what plans are being formu- 
lated by the Ickes’ committee. Technical 
advisers are said to have urged the com- 
mittee to abandon direct Federal control 
of retail rates as now practiced by TVA, 
since this conflicts with state regulation of 
rates ; instead, contracts for sale of Fed- 
eral power would merely “‘stipulate” that 
Federal approval of retailing methods 
must be obtained. This might pave the 
way for abandonment or modification of 
the yardstick idea. As the Wall Street 
Journal states : 

A flexible policy, as suggested and en- 
dorsed by the President, would turn the 
famous “yardstick” of electric rates into a 
rubberband, elastic enough to cover anything 
from the high cost Fasmmeenqneey rere 
down to the plants on the fast umbia 
river, where firm power is available nearly 
all the time. Institution of such a plan would 
change present government policies, which 
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FINANCIAL NEWS AND COMMENT 


vary over a wide range. Contracts for 
Boulder dam energy make no mention of 
retail rates and make no stipulations as to 
rates whatever. TVA contracts fix retail 
rates. Other smaller projects have different 
provisions. 


On the other hand, the Electrical 
World holds that the basic question is not 
rates but disposal of Federal power. If 
this is true, the government might, in the 
end, have to agree to some compromise 
merely because it will take too long to 
build up retail outlets for its power. To 
quote from W orld’s editorial : 


The President’s newest national power 
policy committee is the third, and this time 
the public is entitled to a definite power 
program, What is the problem? Is it codper- 
ation? Is it rates? Is it private versus public 
ownership? No! The problem facing the 
government today is the economic justifica- 
tion of its several power developments. No 
matter how unfairly the cost of it is allo- 
cated to flood control and erosion, there is 
still the problem of disposing of the power 
in an undeveloped territory. In time, per- 
haps, these regions could be built up to ab- 
sorb all of this power, but that isn’t a job 
to be done overnight. There is only one 
ready-made outlet at hand for this Federal 
energy, and that is the private power in- 
dustry. It is the only economic channel at 
the present time for distribution of this vast 
amount of power. That there should be some 
regulation of the disposal of this energy is 
granted, but it should come about by mutual 
agreement between the contractual parties 
in order that the government investment 
might be used without delay to the greatest 
advantage to the public and that private 
initiative and investment be not destroyed. 


Utility Expenses Gaining on 
Revenues? 


HE annual number of the Annalist 
(January 22nd) contained an article 
by the editor, D. W. Ellsworth, entitled 
“Operating Expenses of Electric Utilities 
Again Rise Faster Than Revenue.” After 
referring to the fact that electric output 
in 1936 reached new peak levels despite 
the effects of the drought on hydroelectric 
production, he states: 
There is a definite and tangible reason why 
there is no danger of a power shortage. The 
electrical engineers, goaded on the one hand 


by political pressure on the utilities for rate 
reductions and on the other by the reluc- 


tance, if not the inability, of utility execu- 
tives to risk further huge capital investment 
in new plant and equipment (because of 
present and prospective government com- 
petition), have recently developed a new 
type of high-pressure steam turbine that 
generates additional current but at the same 
time delivers exhaust steam to existing gen- 
erators at high enough pressures to run 
them “as usual.” The mother of invention 
has hence been an important asset to the 
electric light and power industry during the 
year. Plants that in some cases were on the 
verge of having to be scrapped and replaced 
with new, expensive equipment are being 
rejuvenated at comparatively small cost. . . 

From a financial standpoint, of course, the 
savings will be important not only because 
of the officially advertised advantages of 
“cheap power,” but also because, in the 
opinion of competent statisticians, rate re- 
ductions, by and large, have been carried to 
the point where further reductions will not 
be offset by increased volume. It may well be 
doubted, indeed, whether the succession of 
new high records in power output in 1936 
is to be attributed primarily to increased 
volume stimulated by lower rates. The pres- 
sure for lower rates these days is consistent- 
ly on residential rates, and residential con- 
sumption .... has only maintained its secular 
rate of increase, and that despite record- 
breaking sales of mechanical refrigerators 
and numerous other appliances. The same 
thing is true of small commercial consump- 
tion. This leaves it that the 1936 expansion 
in power consumption was to all intents and 
purposes a cyclical expansion caused by 
the superimposition of increased use of 
power by the heavy industries on the secular 
growth of total consumption. 


Mr. Ellsworth presents a composite 
income account of electric light and 
power operating companies for the years 
1934-6, the 1936 estimate being obtained 
by combining available reports for the 
twelve months ended November 30th. 
The result showed a gain in revenues for 
1936 over 1935 amounting to 7.7 per cent ; 
in operating and maintenance expenses, 
10 per cent; in taxes, 6 per cent; and 
depreciation, 6 per cent. Thus operating 
income gained only 5.9 per cent, but since 
fixed charges were reduced 3.2 per cent, 
these companies were able to show an 
average gain in net income of 12.6 per 
cent. 

He also reviewed the available figures 
for TVA and REA, commenting that 
“the omission of all mention of reports 
of progress in electrical use has led some 
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observers to suspect that the early period 
of exuberance is petering out and that 
hards facts are beginning to confront the 
valley of the yardstick.” Regarding REA, 
“the student searches in vain for definite 
information on actual performance. The 
one thing the student can bank on is 
rapidly increasing expenses.” Examining 
the experience of one rural line in oper- 
ation for over six months, he concluded 
that only 22 per cent of the original ex- 
pectations had been realized, and that 
Congress might be asked next to meet 
some of the operating deficits of rural 
electrical “codperatives.” 


a 
Middle West Corporation 


IDDLE West Utilities Company, cen- 
tral holding company of the 
former Insull empire, which even on a 
receivership basis in 1932 had system as- 
sets of nearly $600,000,000, has been 
shorn of some of its properties due to the 
pledging of securities under bank loans 
and eventual loss of control. However, 
with the former securities all exchanged 
for some 3,077,000 shares of common 
stock and 1,938,000 warrants, the new 
company, Middle West Corporation, is 
on a far stronger financial basis than the 
old company was with its highly pyra- 
mided capitalization. 

There is very little data available as yet 
on the new company. The first consoli- 
dated income account, for the nine 
months ending September 30, 1936, 
showed net income of $1,317,064 (after 
allowing for unearned subsidiaries’ pre- 
ferred dividends which are in arrears), 
equivalent to about 43 cents a share on 
the common stock. Revenues of subsidi- 
aries were $51,437,420, equivalent (dis- 
regarding seasonal trend) to about $68,- 
000,000 annually. This compared with 
1929 gross for the predecessor system of 
about $162,000,000 which seems to indi- 
cate that less than half of the old system 
has been retained under the present set- 
up. 
The more conservative character of the 
bookkeeping under the present regime 
seems indicated by the fact that in the 
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recent statement about 11.7 per cent of 
gross revenues was allowed for deprecia- 
tion, while in the year 1929 only about 6} 
per cent was appropriated. (There may 
have been some offsetting change in main- 
tenance expenditures, on which compara- 
tive figures are not available.) 

It was reported in October, 1935, that 
Walter A. Shaw, special adviser to the 
Federal court supervising the reorgan- 
ization of Middle West Utilities Com- 
pany, had set a value on the company’s 
assets of $57,000,000. The basis for this 
estimate was not indicated, but presum- 
ably it was intended to reflect the fair 
value of securities held. The figure would 
seem to indicate an equity for the new 
common stock of some $19 a share; but 
without a breakdown of the estimate it is 
difficult to attempt conclusions. Apply- 
ing a rough multiple of seven to 1936 
gross revenues to obtain plant value (the 
average for some other large systems) 
indicates approximate system book value 
of about $475,000,000. But in the absence 
of an up-to-date balance sheet it is diffi- 
cult to estimate system capitalization 
senior to the common stock, or determine 
equities currently applicable to the com- 
mon stock, 

The present common stock possesses 
substantially less capital “leverage” than 
the stock of the old company, which sold 
as high as 50 in 1929 (with the old war- 
rants at 108), both declining later to 
nominal values. But this leverage was 
what made the company vulnerable to 
depression losses. Stockholders received 
only one new share of common for every 
hundred of the old stock held. 


— West is currently selling on 


the Chicago Stock Exchange 
around 15, having advanced from 7 last 
May. The warrants, which give the right 
to buy common stock at $9 in 1937 and 
$10 in 1938, are around 7%. 

Current earnings appear to be running 
in the neighborhood of 60 cents per share 
after liberal allowance for depreciation. 
Reducing the retirement allowance to 9.7 
per cent of gross (the 1935 average for 
twenty-one important electric-gas op 
tems) would “release” about $1,400, 
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additional net income, raising potential 
share earnings to about $1.00 per share. 
Considering the probability that there 
may be some “hidden equities” due to 
conservative bookkeeping, as well as 
possible benefits from pending subsidiary 
refunding or recapture of additional 
properties, the stock may not be over- 
valued at its present level. Subsidiary 
companies are still engaged in making 
capital adjustments, Central and South 
West Utilities Co. and American Public 
Service Co., having recently filed pro- 
posals with the SEC to wipe out the defi- 
cits in their balance sheet surplus accounts 
through reduction in the par or book 
value of their common stocks. 

Substantial blocks of Middle West 
were purchased by Chicago brokers and 
investment trusts from the RFC and the 
Continental Illinois National Bank & 
Trust Company at about $12-13 a share 
a few months ago. Until further informa- 
tion is available, it will remain difficult to 
appraise the possibilities for future mar- 
ket appreciation in the stock. 


* 


St. Lawrence Power Project 


Deferred 


gree there has recently been re- 
newed Administration activity in 
connection with the proposed St. Law- 
rence seaway project (eventually involv- 
ing Federal development of hydroelectric 
power) it now seems unlikely that the 
President will attempt to obtain ratifica- 
tion in the near future. The present treaty 
failed of ratification by the Senate in 1934 
by a vote of 46 to 42. Reports from 
Ottawa indicate that the Dominion Gov- 
ernment does not wish to reopen negotia- 
tions until it has some assurance that the 
Province of Ontario will codperate. 
Premier Hepburn of Ontario was re- 
ported sometime ago to feel that Ontario 
did not need additional hydroelectric 
power and that the Province could not 
be expected to help finance the seaway 
plan. While the rapid recovery of the 
newsprint and mining industries has 
greatly changed the power situation, and 


there is some doubt whether Ontario is 
not already diverting more water from 
Niagara for power purposes than entitled 
to under present treaty arrangements, 
there seems to be no indication as yet that 
the Ontario government has changed its 
point of view. 
* 


Current Financing 


| Oi bond offerings in the fort- 
night ended January 29th were 
negligible, the only important issue being 
$3,400,000 Southern California Water 
Co. first 44s of 1960 at 1034. New financ- 
ing has doubtless been slowed down by 
conditions in the bond market. Recent 
irregularity in high-grade issues has been 
attributed to the continued discussion of 
money rates by leading bankers and ex- 
perts, as well as the uncertain timing of 
Federal action in raising bank reserve re- 
quirements. It now appears that the gov- 
ernment, while apparently committed to 
raising requirements one-third, may defer 
action several weeks longer until the 
banks have thoroughly adjusted them- 
selves, so as to avoid any undue pressure 
on the government bond market. 

About one-third of the public utility 
refunding program still remains to be ac- 
complished, it is estimated, and in view of 
the current uncertainties regarding 
money rates, it would appear advisable to 
expedite refunding plans so far as possi- 
ble. Doubtless some holding company 
systems have been postponing their pro- 
grams in expectation that the Mack deci- 
sion on the Utility Act would prove 
favorable, which hope has now been dis- 
appointed. 

According to the Dow Jones calendar 
of new SEC registrations and effective 
dates, the following issues are scheduled 
for February : $18,000,000 Atlantic City 
Electric general 34s of 1964; $6,000,000 
Broad River Power Company first 44s 
of 1966; $16,000,000 Dallas Power & 
a Company first 34s of 1967; $2,- 
238,000 Pennsylvania Water Company 
first “A” 34s of 1967 ; $14,200,000 Iowa 
Public Service Company first 3$s of 1967 
and $2,200,000 debenture 3-5s of 1938— 
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47 ; $75,000,000 Northern States Power 
Company first 34s of 1967; and $1,000,- 
000 Greenwich Gas System first 4s of 
1956. Stock issues include 94,460 shares 
of Rio Grande Water Power class “A” 
stock and 9,446 class “B” shares ; 275,000 
shares Northern States Power Company 
preferred; 130,000 shares of Washing- 
ton Gas Light Company capital stock; 
and 22,000 shares of Greenwich Gas 
System preferred. 

The most important near-term issue, 
$75,000,000 Northern States Power 
(Minnesota) first 34s, is scheduled for 
February 11th, the syndicate being 
headed by Bancamerica-Blair Corp. The 
new securities, together with the pro- 
posed reclassification of the preferred 
and common stocks, will simplify the 
company’s capital structure and result in 
a net saving of $804,000. The company, 
which is an important operating group 
within the Standard Gas & Electric sys- 
tem and is controlled by a Delaware com- 
pany of the same name, plans to dissolve 
six subsidiary companies. 


* 


Corporate Notes 


CS of San Francisco will vote 
about February 18th on the issuance 
of $50,000,000 city bonds to carry out a 
plan recently approved by Secretary 
Ickes whereby the city will purchase the 
electric distribution system owned by 
Pacific Gas & Electric, for use in the de- 
livery of Hetch Hetchy Power. While it 
is difficult to make any exact estimate of 
the possible loss in revenue to Pacific 
Gas, this has been estimated at about 50 
cents per share. The company’s earnings 
for the year ended September 30, 1936, 
were $2.51 a share. The stock is currently 
selling around 35 to yield about 6 per cent 
based on the current $2.00 dividend rate. 

The public service commission has con- 
sented to the merger of two subsidiaries 
of the Niagara Hudson System, contin- 
gent upon shareholders’ approval. This 
is an important step in the general plan 
for simplifying the corporate structure. 

Hearings on the Seabury-Berle $436,- 
000,000 rapid transit unification plan in 


New York city were resumed recent} 
before the transit commission, wi 
further indications that the plan will fail 
of ratification by that body. Mr. George 
V. S. Williams, a member of the public 
service commission, which signed the so- 
called “dual agreements” in 1913 between 
the city and the I.R.T., stated his opinion 
that it would not be worthwhile for the 
city to put $127,000,000 new money and 
credit into the traction situation in order 
to acquire properties which would revert 
to it at little or no cost within twenty- 
nine years, if the dual contracts are re- 
tained. He also held that the 5c fare might 
have to be abandoned, but Mayor La- 
Guardia holds it is already endangered by 
possible cancellation of the Manhattan 
lease by I.R.T. 

While Associated Gas & Electric Co. 
has made recent progress in clearing up 
receivership litigation, it now faces a 
joint investigation by the Federal Power 
Commission and the Pennsylvania Public 
Service Commission “to ascertain and 
determine all facts, conditions, practices, 
and matters regarding the ownership, 
operation, management, and control” of 
the numerous servicing companies in the 
system. The investigation was begun in 
January, 1936, but the Pennsylvania 
authorities were unable to obtain the de- 
sired records without Federal codper- 
ation. 


HE decision of the Pennsylvania 
Railroad to complete its $250,000,- 
000 main line electrification (after a delay 
of nearly nine years) is of interest in con- 
nection with the eventual increased de- 
mand for electric power. 
Commonwealth Edison Company 
stockholders have approved the program 
for coérdinating with that company the 
group of utility companies serving Chi- 
cago and adjacent territory of northern 
Illinois (Public Service of Northern Illi- 
nois), Western United Gas & Electric 
Company, and Illinois Northern Utilities 
Company), subject to commission ap- 
proval. Public Service is now quoted 
about 94, and Commonwealth Edison 
at 130, which is about in line with the ex- 
change ratio. 
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The Long Island Lighting Company 
has been ordered by the Third Appellate 
Division of the Supreme Court of New 
York to reduce rates $640,000. The com- 
pany has not decided whether to appeal 
the decision. If uncontested, it must re- 
fund more than $640,000 to customers 
plus 6 per cent interest. 

Public Service Corporation of New 
Jersey has increased the dividend on its 
common stock from $2.40 to $2.60 per 
annum (the former rate had been re- 
duced from $2.80 in June, 1935). For the 
twelve months ended December 31st the 
company reported earnings of $2.68 a 
share on the common stock, compared 
with $2.53 a share in 1935. 

American Superpower Corporation 
during the period November 22, 1935, to 
December 31, 1936, sold through the 
Bankers Trust Co. 964,400 shares of 
common stock of the Commonwealth 
& Southern Corp., leaving 323,000 shares 
unsold. Proceeds were applied to retire- 
ment (through purchase) of American 
Superpower first preferred shares. 

Electric Bond and Share Company, 
some observers believe, may decide 


against an appeal from the Federal Dis- 
trict Court decision holding that it must 
register with the SEC; registration 
would enable it to refund subsidiary obli- 
gations. 


¥ 


Utility Financing in the Past 
Decade 


ce accompanying chart shows the 
character of public utility financing 


over the past ten years both with respect 
to the proportions of bond and stock 
offerings, and the relative amounts of 
refunding and new-capital issues. It is 
reproduced from a review of the electric 
light and power industry in 1936, by 
President C. W. Kellogg of the Edison 
Electric Institute, in the Institute’s Janu- 
ary bulletin. 

Mr. Kellogg points out that while new- 
capital security issues amounted to only 
about $75,000,000 (about 6 per cent of 
the total) it was sufficient, combined with 
retirement reserves and other funds, to 
meet the $275,000,000 new-construction 
expenditures in 1936. 
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A DECADE OF PUBLIC UTILITY FINANCING 
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The Tennessee Valley Power 
Pool Proposal—A Symposium 


Widespread public interest was aroused by the 
statement concerning the proposed power pool 
and other matters of governmental policy con- 
cerning the activities of the Tennessee Valley 
Authority issued by Dr. A. E. Morgan, chair- 
man of that agency. Equally interesting were 
other statements from other sources, including 


President Roosevelt, made on the same subject 

following original publication of Dr. Morgan’s 

article. Here is presented a selection of the more 

significant viewpoints recently expressed on the 

subject, beginning with the complete text of 
Dr. Morgan’s statement. 


HIS is an effort to state my personal views 
on the electric power issue, especially as 
it affects the Tennessee Valley Authority, and 
also to indicate the social attitude which 
leads to my conclusions. In its physical set- 
ting .the power program of the TVA is part 
of a far-reaching project for the unified de- 
velopment of the Tennessee river system. The 
spirit in which that program is worked out 
will tend to reflect the personal and social 
outlooks of those who formulate and adminis- 
ter it. 

In the background of the electric power con- 
troversy is the long struggle over the elimi- 
nation of special privilege and the reduction 
of arbitrary and capricious inequalities of 
opportunity. No less important than equality 
of opportunity is the increase in total oppor- 
tunity through technical developments and 
social organization. The electric power indus- 
try should exist for the consumer, and not 
primarily as a profitable field of investment or 
to supply business for investment bankers. 

In the long run this main purpose of pro- 
viding the widest and best possible service at 


the lowest possible cost will be most fully 
realized if aggressive action in the public 
interest is undertaken in a spirit of open deal- 
ing and of honest regard for legitimate inter- 
ests, both public and private. In the long run 
sharp practice and pel «noc methods will not 
be helpful either to the public or to private 
interests. 

A very important decision is involved in the 
treatment of the power issue in TVA terri- 
tory. Shall there be an effort on the part of 
public officials to work with the private utility 
companies to remove abuses, to insure maxi- 
mum service at minimum cost, and to insure 
opportunity for public ownership where it is 
desired, or shall men who administer public 
peaeets drift into an attitude of a fight to the 

nish against the private power companies, 
which might have the natural and perhaps in- 
evitable consequence of disruption of the pri- 
vate systems, the destruction of legitimate 
investments and of economical service, and the 
sudden, if unexpected, throwing of great 
power systems into premature and unpre- 
pared-for public ownership? The results of 
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noncodperation might have the effect of a vio- 
lent public reaction against government par- 
ticipation in the power business. 


BELIEVE that we should deal with the pri- 
I vate power companies to the end of elimi- 
nating abuses, while preserving the right of 
the people to acquire their own power service 
by public ownership if they choose. In the 
process of transition from private to public 
ownership, there should be respect for legi- 
timate private investments in the utility busi- 
ness, and individual local communities should 
be required to respect the interests of the 
larger communities of which they are a part 
by preserving the economy and efficiency of 
well-integrated power systems. I believe we 
should endeavor to work with the private 
companies on the basis of mutual confidence 
and good will, but with circumspection, and 
without surrendering any weapons before a 
satisfactory settlement is reached. 

I do not advocate codperation through any 
naive belief that the private companies have a 
consistent record of good behavior, for I be- 
lieve that those who advocate a fight to the 
finish have strong arguments in their favor. 
The aim of some powerful leaders in the pri- 
vate electric utility industry commonly has 
been to ruthlessly destroy public ownership 
by every possible means. For years the Na- 
tional Electric Light Association published 
a propaganda yearbook called “Political 
Ownership,” which, in my opinion, failed to 
meet the standards of fair play and good 
citizenship. While president of Antioch Col- 
lege, I was informed by the vice president 
and general manager of a large power com- 
pany that “the least suggestion of encourage- 
ment” to even mildly discuss public ownership 
of power would be an offense to his company. 
I have personally been approached with a pro- 
posal that I take part in what I considered to 
be undercover power propaganda in the public 
schools. For years before the creation of the 
TVA, I was personally subjected to adverse 
propaganda by utility interests, sometimes 
open and sometimes private, and the insti- 
tution of which I was the head was similarly 
subject to adverse and, I believe, misleading 
propaganda from the same source. I need 
to rely only on statements made to me by 
utility executives and their business asso- 
ciates to believe that disregard for the public 
interest and abuse of power have been great 
though not universal. 

Partly by such direct personal knowledge 
and partly by the reports of the Federal Trade 
Commission and otherwise, I have come to 
the belief that the attitude of a ruthless fight 
to the finish and without quarter against public 
ownership of power has been a characteristic 
position of the private utilities. I believe that 
in their fight private utility interests have 
bribed legislatures and public — com- 
missioners, controlled newspapers and banks, 
endeavored to cripple or destroy responsible 
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and sound educational institutions which 
dared to be independent, threatened college 
professors and others with libel if they dared 
to publish the facts, and perhaps have made 
it difficult for public ownership projects to sell 
bonds. 

It is my opinion that the ruthless attitude 
which in the past has been exhibited by some 
of the private utilities, and which to some 
extent was the “mental climate” of the utility 
industry as a whole, is not an isolated phe- 
nomenon. | think it has been only a typical 
case of the arrogance and intolerance which 
special privilege and economic power have 
very often exhibited. 


BELIEVE, too, that the long fight to eliminate 

utility abuses is part of a slow-moving 
social revolution which is striving to free the 
mass of the people from exploitation and to 
remove arbitrary and capricious inequalities 
of opportunity. Some men, among whom 
Senator Norris is outstanding, have given 
their lives sincerely and unselfishly to the 
fight against utility abuses and similar misuse 
of power. However, in any great public move- 
ment, along with such completely sincere and 
public-spirited men, there will be others with 
various mixtures of public interest and self- 
ree and they tend. to complicate the prob- 
em. 

Some of those who have vigorously opposed 
private utility abuses have had long experi- 
ence with the tactics associated with such 
abuses and have no confidence in any a 
parent change of attitude. They hold it to a 
a case of 

“When the devil was sick 
The devil a monk would be,” 
and that should the private companies again 
get the upper hand it would turn out that 
“When the devil was well 
The devil a monk was he.” 

It is the honest opinion of some public men 
that any negotiation with the private utilities 
is unwise and dangerous. 

Yet, notwithstanding my own experiences 
and what I have learned of utility abuses, I 
believe that at the present time the proper 
attitude to take with reference to TVA power 
is to strive to find a basis of agreement be- 
tween the TVA and the private utilities which 
will protect both public and private invest- 
ments, and will lead to the widest possible 
distribution of electric power at the lowest 
possible rates. I believe that only in that way 
can we secure the greatest sum total of social 
values whether under public or private ad- 
ministration. Since the creation of the Ten- 
nessee Valley Authority I have taken that 
attitude. 


yy a are several reasons for such a posi- 
tion. First, I believe that in 1933 the 
utilities were greatly concerned over the 
general course of events, and that there was 
then a fair chance to find a basis for pro- 
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cedure which would have protected the public 
interest and kept open the way for public 
ownership, and which might have made 
possible a much greater advance in the TVA 
program. I believe that some leading utility 
executives are today in a mood to desire a 
reasonable working arrangement, and that it 
may be possible to arrive at a solution which 
will protect both public and private interests, 
and which would mark a great advance in 
public policy. 

Aggressively liberal governments seldom 
have remained in power for long at a time. 
If there should be another world depression 
during the next few years, and if the optimism 
of rising prosperity should change again to 
the depth of depression, political power might 
shift, and reaction might be in control. My 
attitude would be to try to establish a sub- 
stantial advance in public policy while there 
is opportunity. For perhaps the first time in 
our history the electric power interests are on 
the defensive. Neither utility executives nor 
public officials know what will be the future 
trend of public policy. It may turn on world- 
wide issues rather than on domestic causes. 
When neither side is sure of the future is a 
good time to promote intelligent reasonable- 
ness, and thereby to improve the quality of 
government and of public life. 

Second, during recent years there has been 
a change in the quality of the leadership of 
utility companies. A greater number of more 
public-spirited, forward-looking men are 
coming into control of some of the large sys- 
tems, though that change has not yet gone as 
far as could be desired. This change for the 
better is due partly to the increasing emer- 
gence in business of innate American decency, 
and partly to the fact that those who control 
the utilities see the handwriting on the wall, 
and are trying to put their houses in order 
while there is yet time. I am for recognizing 
any such effort. 

It is not wise to so center attention upon 
utility abuses as to fail to see the great 
achievements of the electric power inudstry 
in America. There has been an intelligent ag- 
gressiveness in technical development and 
activity in the integration of the industry 
which has brought about a high level of con- 
venience and service. There should be honest 
recognition of that achievement and an effort 
not to lose the technical and executive ability 
which has brought it about. It is unfortunate 
that more of these savings and efficiencies 
have not been passed on to the consumers, 
but have so often been used to inflate capitali- 
zation or to support excessive service charges. 


NE of the chief obstacles to effective 

coéperation of the government with the 
power industry is the continuance in posi- 
tions of power and authority of some utility 
men who seem not to have changed their 
habits of mind from the days of exploitation 
and unscrupulous use of power. So long as 


those in ultimate control of the industry 
choose to be represented by such men, the 
position of those who stand for o and 
impartial dealing with the industry is made 
extremely difficult. Under such circumstances 
it is very hard for such public men to refute 
the charge that they are playing into the 
hands of an industry that is essentially un- 
regenerate. Nothing would so _ much 
strengthen the position of public men who are 
striving for fair play between the government 
and the industry as the uniform presence in 
key positions in the private industry of men 
who by their attitudes and habits give assur- 
ance of open dealing and sincere acceptance 
of socially sound public policy. This is a real 
crux of the poe issue, and it is difficult for 
progress to be made except to the extent that 
the condition is corrected. 

I hold that wherever a high quality of 
industrial statesmanship exists in the industry 
it should be recognized and codperated with, 
and thereby strengthened. The growth of 
mutual confidence and respect must be con- 
tributed to from both sides. To some degree 
a basis for it already exists, and it is the 
business of every one concerned to encourage 
its increase, rather than to destroy it by arbi- 
trary hostility. Mutual confidence does not 
come into existence fully matured. It is an 
achievement growing out of open dealing, 
patience and perseverance. 

Third, I am for arriving at a fair working 
arrangement with the utilities in order to 
allow a gradual transition from private to 
public ownership, to whatever extent that 
proves by experience to be desirable. I be- 
lieve that a considerable period of experiment 
and development will be necessary before 
America is ready for wholesale public owner- 
ship. It is no secret that graft, incompetence, 
bureaucracy, red tape, and patronage have 
been realities in American government. Un- 
less these can be brought well under control 
they may devour more than does all the waste 
of exploitation and abuse in the private in- 
dustry, serious as that is. (We should recog- 
nize, however, that it is not only government 
which suffers from internal politics. Most of 
the great power combinations are less than 
twenty-five years old, yet I suspect that few 
of them are free from the problems of 
bureaucracy, nepotism, and patronage which 
tend to go with bigness, either public or 
private.) 

(ye government has little experience in 

handling large operating businesses, and 
we have not yet , oe oped effective methods. 
With all the good will in the world, it will 
take time to evolve them. The assumption 
that only political agitation and action are 
necessary to bring about sound public owner- 
ship of power is naive, and will lead ulti- 
mately to higher costs and to more restri 
service. There are real and difficult problems 
to be solved, both technical and administra- 
tive. 
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I favor enough public ownership to enable 
the country to work out effective methods on 
a life-sized scale, but not so much public 
ownership that we shall be swamped by ineffi- 
ciency before we learn how to make it ef- 
fective and economical. The people have a 
right to actual examples of public ownership 
to supply a basis for coming to long-time 
conclusions on the subject. We should not 
be forced to decide by abstract theory. I dis- 
agree both with private utility men who would 
prevent any trial of public ownership on a 
large scale, and with public ownership advo- 
cates who would take a course the success of 
which would bring the utilities to uncondi- 
tional surrender. 

To promote fair and consistent conditions 
in Federal power projects, and in accord with 
the President’s ideas, there probably should 
be developed through congressional action a 
national power policy, administered by a 
Federal agency, which will enable the people 
of the United States and the utility interests 
to predict future action and to plan accord- 
ingly. Such a uniform policy is desirable, too, 
in order to prevent government projects in 
different parts of the country from entering 
into competition with each other to secure 
industries using large quantities of power. 


rou. there is another reason for my 
desire to find common ground with the 
utilities which perhaps is more important 
than all the others combined. By the manner 
in which this conflict and others like it are 
handled, America is deciding little by little 
whether, in the great social readjustments 
that are taking place, there shall be a 
strengthening of democratic methods, reason- 
ableness, fair play, and open dealing; or 
whether we shall drift into bitter class con- 
troversies which lead to violent and arbitrary 
action, so prevalent today in several other 
countries. 

There are powerful forces which tend to 
drive governments to extreme and despotic 
action. Some governments which abandon 
reasonableness and open inquiry for the exer- 
cise of arbitrary power are looked upon as 
very radical, and others as correspondingly 
reactionary, yet they tend to become much 
alike in their development of class bitterness, 
in the supplanting of freedom of opinion by 
arbitrary force, and in the development of 
irresponsible dictation. America may have a 
difficult time in keeping to even the limited 
degree of orderly democracy which has been 
achieved. That issue is so serious, and the 
destiny of our country is so much at stake, 
that a spirit of tolerance and reasonableness 
on both sides is a public obligation. Such an 
attitude does not imply indifference or lack of 
aggressive action. 

The social and political methods we set up 
may control our national life for a longer 
time than the physical changes we cause. To 
bring about desirable changes by wholesome 
and civilized methods requires more of 


statesmanship and of courage than to bring 
them about by arbitrary coercion or destruc- 
tion of values. To achieve and to maintain 
disinterested justice in the processes of gov- 
ernment, and the fundamental decencies of 
government and society, is even a greater ac- 
complishment than to quickly increase the 
supply of electricity. 


[’ the power issue can be worked out by 
the process of open analysis under qualified 
leadership, with both sides disclosing all facts, 
and with honest recognition of difficulties, the 
solution may not be perfect, but it will be a 
contribution to good government. Public de- 
mand for such methods would do much to- 
ward bringing them into use. That process 
would result in a decrease of class hatred and 
of false propaganda, political manipulation, 
intrigue, destruction of investment, and of 
wasteful duplication of facilities. The in- 
valuable habit of reaching the solution of 
public issues by reasonable methods would be 
strengthened. There would be an advance in 
the quality of public life. That, I have hoped, 
would be a contribution which the TVA might 
make to the art of government in America. 

Even though we hold that the utilities in 
the past have been dictatorial and have tended 
to thwart democratic government, that does 
not justify a similar attitude on the part of 
men in public life. For a long period France 
and Germany have been bitter enemies, each 
trying to dominate the other. Is that antago- 
nism never to be erased? Is there not de- 
veloping in America a similar chronic bitter- 
ness! 

At some time or other such vicious circles 
must be broken. It is the part of statesman- 
ship to recognize opportunities to do that, and 
to make the best possible use of them. It is 
by such seizing of opportunities that civilized 
government and society develop. Now, while 
the private utilities are on the defensive, there 
is opportunity to break the circle of conflict 
and to seek for a fair and impartial analysis 
of the issue, and for its solution on the basis 
of fair play in the public interest. More than 
cheap power is at stake; a new element of 
democratic decency can be introduced into 
public life. The sovereign government is 
under obligation not to make capricious or 
arbitrary use of its power, but to act with 
restraint and fairness and without a spirit of 
retaliation. 

But what if the power companies reject 
such an approach? In that case two steps 
should be taken. First, a clear pro 
should be developed and announced, indicat- 
ing what in the opinion of qualified public 
authorities would constitute a fair settlement; 

second, a vigorous campaign should be 
waged to compel the utilities to accept the 
process of settlement by open-minded analysis. 
Public authorities should not give up any 
powers of compulsion until a reasonable pro- 
cess of solution has been worked out and well 
established. Until the method of solving the 
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issue by open inquiry and analysis has been 
accepted by the utilities, there should be no 
respite from aggressive action by public au- 
thorities. But the utilities have a right to 
know what it is that is asked of them, and 
what are the conditions under which peace 
might be established. A sovereign government 
should have policies known to all, and its pro- 
grams should be faithful expressions of those 
policies. I regret to say that the power com- 
panies in the Tennessee Valley region have 
not been assured as to what are the intentions 
of the TVA concerning them. It is my per- 
sonal conviction that such disclosures should 
be publicly made. 


Nn both sides efforts to achieve peace have 
been too much a process of threatenin 
and bluffing, just such a process as precede 
the World War and is again threatening a 
European conflict. That process is a menace 
to democratic government and so far as possi- 
ble should be replaced by open inquiry and, 
analysis. Not all elements of the problem are 
subject to definite analysis, and perfection 
would not be achieved at once, but a great 
advance could be made. I believe that if the 
power companies should refuse to respond 
to such an attitude, public opinion would com- 
el them to do so. They have a great stake 
in the matter, for if class hatred and sus- 
picion continue to increase there may develop 
extremes of antagonisms too great to be 
healed, and very destructive conflict may 
result. 

Now let me outline what in my opinion 
would be some of the conditions of a reason- 
able settlement. 

There should be clear and unqualified ad- 
mission of the right of the public to own and 
to operate its own power supply if it chooses 
to do so and if it proceeds in a fair manner. 
There should be agreement not to obstruct 
reasonable efforts to that end. 

It should be recognized that the public is 
under no obligation to pay for inflated securi- 
ties, excessive service charges, or for any 
manipulated profits in the purchase or trans- 
fer of properties. It is under no obligation 
to pay tribute to vested power or strategic 

sition, but only reasonable compensation 

or legitimate and useful services, the open 
competitive interest rates on money invested 
in used and useful investment committed to 
the public service, and reasonable charges for 
management, operation, maintenance, and de- 
preciation. Because electric power supply is a 
public monopoly and is not regulated by com- 
petition in the manner of private business, it 
must be conducted in the spirit of service, in, 
an effort to give the widest possible service at 
the lowest possible cost, and not in an effort 
to get the largest possible net return from the 
most profitable business. It should be recog- 
nized, however, that a utility can give most 
satisfactory service if compensation under 
these headings is adequate to allow consider- 
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able freedom of action and to support a 


vigorous and progressive business policy, 


HRIFT, Saving, and prudent investment in 

serving the public are in the public inter- 
est, and should be respected in the utility busi- 
ness as elsewhere. In the long run failure to 
recognize that fact will cost the public dearly 
in high interest rates and loss of public credit. 
Duplication of facilities should be avoided. 
If a community undertakes public ownership, 
the existing private properties should be taken 
over at a fair price, as determined by agree- 
ment or by impartial appraisal. 

Studies should be on to define power dis- 
tribution areas or districts of the most suitable 
size for satisfactory and economical service, 
or legal provision should be made for such 
determination when the need may arise. Then 
in case of transfer from private to public 
ownership the change should be made by en- 
tire districts and not by fragments, unless 
some program of progressive transition 
should be worked out. In deciding on the size 
and boundaries of power distribution districts 
there should be an effort to leave no area un- 
negro for, even if immediate service to the 
ess productive areas should not prove feasi- 
ble. American state and local governments 
have evolved varied and adequate procedures 
which can be adapted to nearly every problem 
that may arise with reference to the bound- 
aries and interrelations of power distribution 
districts. 

There should be effort to avoid arbitrary 
disruption of existing efficient systems. Cities 
in general should be suitably associated with 
a fair proportion of surrounding rural areas. 
Distribution districts should be large enough 
to justify good management, ineering and 
other technical service, and adequate oper- 
ating uipment. They should be large 
enough for efficiency, but oversize and the 
resulting tendency to bureaucracy should be 
avoided. Study to determine the best size of 
operating districts is greatly needed. 

The large private power networks within 
TVA transmission range depend for oper- 
ating efficiency on a pe oe small number 
of the larger cities. A campaign which would 
result in public ownership in ten to twenty of 
these cities might practically destroy the abil- 
ity of the large systems to render maximum 
service or to maintain economical generation 
and transmission systems. Effort to bring 
about such disruption seems to be under way. 
On the other hand, if distribution areas of 
sufficient size should be taken over by the 
public as units, with suitable proportions of 
city and country and of good and poor terri- 
tory in each, and if the properties taken over 
should be paid for at reasonable prices, then 
transition from private to public ownership 
could be an orderly process without destruc- 
tive disruption of existing systems. Legiti- 
mate private investments would not be 
menaced; there would be no confusion and 
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waste in unrelated local projects through 
duplication of services and facilities ; and pub- 
lic projects would not compete with each 
other in a scramble to grab the best near-by 
territory and to avoid the less profitable com- 
munities. 


fun, state and national legislation 
would be necessary fully to bring about 
such results. Certificates of convenience and 
necessity for public or private projects might 


N GLASS HOUSES——? 


be given by state utility commissions only 
when such reasonable conditions should be 
met. These results cannot be achieved all at 
once, but it would be well if some energies 
were reserved from fighting over the electric- 

ower issue and used in solving some of these 
important problems. To contribute to their, 
solution should be one of the major interests 
of any public organization dealing with the 
power issue in the TVA area. 

In reporting on public ownership in “yard- 
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stick” undertakings, public statements should 
be fair and representative. There should be 
no hidden subsidies, either of money or ser- 
vices. Demonstrations with public subsidies 
may be useful, but they should be honestly 
represented as subsidized demonstrations. 

There should be absence of arbitrary coer- 
cion on both sides. Private companies should 
cease coercion in the form of obstructive liti- 
gation, inaccurate and misleading propaganda, 
interference with financing public ownership 
projects in the investment market, if such 
interference exists, or by bringing govern- 
ment into ridicule and contempt. Public offi- 
cials should cease coercion, as by subsidies to 
duplicating and competing systems, by threats 
of constructing duplicating systems if arbi- 
trarily fixed prices are not accepted, or by 
threats of disruption of private systems with 
the effect of preventing refinancing of the pri- 
vate companies. 

Where a private distribution system is taken 
over by the public, the loyal and efficient 
employees of the private system, except those 
in policy-forming positions, also should be 
taken over by the public, without loss of 
security of tenure. 

As a part of its program for the unified 
development of the Tennessee river system, 
the TVA is building a series of great dams 
which inevitably will develop a very large 
amount of power. It would be a great eco- 
nomic loss for this power to be wasted while 
the private utilities build duplicate and com- 
peting power plants. If the TVA has power 
over and above its own needs and the needs 
of all its other customers, it should sell that 
power to the private utilities at about what it 
would cost the private utilities to generate 
their own power. The private utilities on the, 
other hand, if assured of such supply, should 
not build additional poe plants until 
that assured supply of government power is 
fully used. 


I AM of the opinion that some type of power 
transmission pool, as recently suggested 
by the President, perhaps somewhat along the 
lines of the British grid system, may prove to 
be desirable. One form of pool might be 
somewhat as follows: 

The power pool organization would own 
the transmission lines. It would not generate 
electricity, but would buy it from the private 
or TVA power plants, which would remain in 
their present ownership. The pool would 
transmit that power and sell it at wholesale 
to any local distribution system, either pub- 
licly or privately owned. The transmission 
pool would buy from the cheapest sources, 
and would sell wherever the power was 
needed. This method would reduce the total 
amount of generating capacity necessary, for 
if any region needed more power than the 
plants in that region could supply, the shortage 
could be met from some other region where 
there was a surplus. Such a project would 
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raise questions vital to all interested parties, 
Before a transmission pool could be estab- 
lished, it would be necessary for the parties 
to agree on the general conditions of pur- 
chase, transmission, and sale. 

“Power transmission pool” is a very gen- 
eral term which might be applied to many 
types of working arrangements. At one ex- 
treme some public officials, I believe, have 
suggested conditions which might largely de- 
stroy the private utilities; while at the other 
extreme the private utilities have suggested 
arrangements which would seem to con- 
trary to sound public policy. 

The great divergence in these initial pro- 
posals for a pool might be looked at as play- 
ing for position among horsetraders. That 
kind of diplomacy leads to charges of un- 
reasonableness and bad faith. I am of the 
opinion that for the haggling tradition to be 
largely replaced in public affairs by the policy 
of disinterested appraisal and planning would 
represent a substantial advance in the art of 
government, though in every large issue there 
are elements not susceptible to close analysis, 
on which judgment must be somewhat arbi- 
trary. I have found repeatedly in public and 
private life that straightforward and open ap- 
proach to men of large experience and re- 
sponsibility commonly meets with similar re- 
sponse, and that the bluffing and horsetrading 
attitude often is a weak method of procedure. 
I speak from thirty years of experience in 
public life in the use of the methods of dis- 
interested analysis and appraisal in solving 
similar problems, so I am not abashed by 
charges of being impractical. 

If the idea of a power pool were in danger 
of being dismissed as not feasible, I believe 
it should be approached by a body of dis- 
interested and competent economists and 
other qualified men who would explore it 
from a nonpartisan position. If the TVA and 
the private utilities cannot get together, the 
public should know from such disinterested 
sources the exact reasons for failure to reach 
agreement. 


hy is my opinion that America has not yet 
developed methods and policies which 
would justify settling permanently upon a 
policy with reference to ownership and 
operation of electric power facilities. The 
issue is not only one of good intent but also 
one of solving technical, administrative, and 
legislative problems. At the moment the 
problem may seem to be one of removing in- 
equalities of opportunity, but the no less 
important issue remains of so developing the 
industry as to result in a very great total in- 
crease of opportunity to use electric power. 
That result will be furthered best by codper- 
ation rather than conflict. 

Private ownership has had grave faults, 
but effective public ownership methods on a 
large scale have yet to be developed. Sud- 
denly to add a vast business to our national 
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government, which might be the unexpected 
outcome of war to the death on certain large 
utility systems, might discredit public owner- 
ship and set it back for a generation, or it 
might create another government bureaucracy 
without adequate controls. There are great 
bureaucracies which, like some utility organi- 
zations, are considerably removed from direct 
responsiveness to the public will. 

Democracy is general participation of the 
people in government and sensitiveness of 
government to the needs of the people. It 
may be possible to devise forms of control 
and administration which will have more of 
the real character of democracy than would 
a great government bureaucracy, and without 
destroying the efficiency of well-integrated 
power systems. America has not been very 
creative in developing effective forms of de- 
mocracy. When the power issue is finally 
worked out, I believe its organization may 
have some of the characteristics of private 
business and some of public business. That 
is the tendency in democratic Switzerland and 
in certain other progressive countries. In pub- 
lic ownership there may be combinations of 
local autonomy in distribution, with cen- 
tralized supervision and control, and with 
much larger organizations for transmission 
and perhaps for generation of power. One 
reason for not rushing headlong into exten- 
sive public ownership is that we need time to 
work out effective methods. The TVA is ex- 
cellently situated to make such a contribution. 


HE manner of achieving a solution is 
important. Napoleon sought a United 
States of Europe, though how much from a 
spirit of service and how much from a vault- 
ing personal ambition, is a question. His 
method of using arbitrary force not only 


e 


failed, but set back the development of Euro- 
pean goodwill for a long period. In the great 
opportunity for service in the solution of the 
power issue, there is danger of attracting 
people who are ruled by a Napoleonic com- 
plex, which leads them to use any method at 
hand, including intrigue, arbitrary force, and 
appeal to class hatred. In my opinion such 
methods, while they may be effective toward 
achieving a reputation for political realism, 
do not contribute to the public welfare. 

The power issue is not primarily a question 
of liberalism or conservatism, but of discover- 
ing how to do the job best. Compulsory co- 
6peration of public and private power organi- 
zations may be the necessity which is the 
mother of invention. When the mature result 
is achieved it may be neither private power 
as we know it, nor public power as we know 
it now, but something new in government. 
That achievement will not come best in an 
atmosphere of warfare and of arbitrary coer- 
cion, but rather in an atmosphere of co- 
Operative inquiry for the best solution. 

I repeat, we should do well to reserve some 
of our energies from fighting over the power 
issue, and use them in trying to solve it in 
such a way as also to make a contribution to 
good government. The art of planting the 
seeds of mutual confidence, and of giving the 
young plants a chance to grow, is a great art. 
Most of Europe has not learned it. Let us 
hope that we in America may do so. The 
manner in which we achieve our ends may. 
have a more enduring influence on the country 
than the ends we may achieve. 


—The foregoing text of Dr. Morgan’s state- 
ment was published in full in The New York 
Times of January 17, 1937. 


Statement by U. S. Senator George W. Norris of Nebraska 


HAVE no faith in the so-called power pool 
I system which in effect proposes to put the 
people into partnership with the power trust. 

I agree with the engineers that from a 
technical standpoint so-called “unification” is 
sound as it would save some duplication of 
generating and transmission equipment. I 
agree with the financiers that it would save 
some capital investment and interest charges 
and hence somewhat lower the cost of whole- 
sale current. From what I have learned from 
the writings of technicians and experts, this 
is mainly what they are thinking about. But 
they seem to have little concern, and cannot 
guarantee to Congress and the people, that 
the benefits would be passed on in full measure 
to the people in lower rates, but that is the 
main question. Who is to get the benefit of 
the economies? Let us look into this problem. 

These pools would be managed by joint 


boards on which governmental bodies and 
private corporations would be represented. 
It would be unfair to ask this $13,000,000,000 
private electrical industry to turn its generat- 
ing stations and huge transmission networks 
over to a sae board on which it was not 
represented. 

But who dare say that the power trust 
would not instantly go into politics to control 
the appointments to the board of men sup- 
posed to represent the public interest? This 
is what the — corporations have tried to 
do and in a large degree succeeded for thirty 
years in the appointment or election of state 
regulatory commissions. The result inevitably 
would be that the grids or pools would be 
administered in the interest of the power 
trust, rather than of the consumers. 

But even if the power trust should turn 
honest and induce some angels to come down 
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from Heaven to represent them on the boards, 
it would not remove the chief financial objec- 
tion to this bright scheme. Municipal and 
government-owned electric plants amortize 
their investment, and the people ys look 
forward with pleasure to the time when the 
capital debt on their plant would be paid off 
and their rates reach rock bottom. Private 
corporations refund and never liquidate their 
capital debt and this pool scheme would make 
the om | corporation’s capital Sorgen 
water and all) a fixed thing on which the 
people would have to pay interest and divi- 
dends for all time to come. They can never 
achieve the low rates they need and can get 
from their own plants if... . this private 
interest load is kept on their backs. 


ree serious objection to the pool be- 
tween private corporations and public 
systems of generating, transmitting, and dis- 
tributing electricity is this: the private com- 
panies are very properly moved in their entire 
operations by profit. They are in the business 
for profit. Public systems are not concerned 
with profit. They are concerned only with 
service. The pooling of these two interests is 
illogical and, I think, impossible. Advantage 
might be had in pooling of private corpo- 
rations all moved by profit. Advantage could 
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be gained by the pooling of public systems, 
all moved by service. But you cannot pool 
private systems with public systems any more 
than you can mix oil and water. They are 
fundamentally and inherently different. 

I am opposed to the proposed power pool. 
I would carry out the TVA Act in good faith 
and adopt its principles at other government 
plants. I would not destroy the legitimate in- 
vestment of any person in private companies. 
When they become dissatisfied with the profits 
they are making I would buy them out and 
pay, a fair price. 

rivate utility operators have proved they 

cannot be trusted. Five years ago they 
solemnly promised the American people they 
would abandon their wicked ways, play 
square, stop deceptive propaganda, get out of 
——, and discipline unruly members who 
roke these pledges. The~industry has not 
kept faith. Their antisocial tactics continue 
as before and they have even broken their 
solemn contract with the TVA. They are not 
to be trusted and hence I look with grave 
suspicion on all this fine talk about “codper- 
ation,” “unification,” “integration,” and so on. 
We are only beginning to get the real benefits 
of our long fight with the power interests 
and this is not the time to get into harness 
with them. 


Previous Statement of Senator Norris 


pon’t believe the TVA can afford to go in- 

to any pool with private companies. I don’t 
think it has the authority to do so under the 
law. Even a square honest pool, if such were 
possible, could not be carried out because 
there are basic differences in the foundation 
of private companies and of the TVA. The 
private companies have millions in watered 
stock and have issued bonds without value 
returned. The TVA is, of course, very dif- 
ferent in its structure. Moreover, private 
companies want to make money and dividends. 


I don’t see how you could put the two 
together any better than oil and water. Not 
only that, but the utilities have made agree- 
ments with the TVA and have never yet lived 
up to them in good faith. An example was the 
White House conference at which it was 
agreed to extend a contract between the TVA 
and the Commonwealth and Southern Com- 
pany until February. As soon as the exten- 
sion was made the utilities got an injunction 
hamstringing the TVA in everything. Even 
if the TVA wins it will cost millions, 


Statement by Wendell L. Willkie, President, 
Commonwealth & Southern Corporation 


—— Norris is quoted as saying that I 
attended the White House conference at 
the time a powér pool was first discussed and 
then, after pledging codperation, went along 
with eighteen other power companies in en- 
joining the TVA. 

This conference was called by the President 
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to study the creation of a power pool or — 
system and was held on September 30, 1936. 

he law suit by the nineteen utility companies 
against the TVA program, seeking to enjoin 
the TVA, had been started long before this 
on May 29, 1936, and was pending at the time 
of the conference. There was likewise pend- 
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ing at that time, before Judge Gore, an appli- 
cation for a temporary injunction against the 
TVA. : 

At the conference it was suggested by one 
of the TVA directors that we should delay or 
dismiss the law suit. I frankly declined to de 
so unless the TVA would likewise discontinue 
its construction work and the duplication of 
our transmission and distribution facilities. 
The TVA declined in the slightest degree so to 
do and by the same token I declined to alter the 
progress of the law suit. In addition, I stated 
publicly, as can be determined from the news- 
papers of that date, that this was our position. 
Thereafter, on October 7, 1936, the extension 
agreement was entered into with the full 
knowledge of all parties to it that this was 
the position of both ourselves and the TVA. 


HE only agreement made at the White 
TES conference with reference to co- 
éperation was in regard to the furnishing of 
data by both parties for the studying ef the 
feasibility of the pooling of transmission, as 
requested by the President. No other question 


& 


of codéperation was discussed or suggested. 
Nor has the TVA in the meantime, until en- 
joined by the court, in any way lessened its 
activities in duplicating our facilities. 

Inquiry at the Federal Power Commission, 
which has supervised the studying of the pool- 
ing of transmission, I know, will disclose that 
we have fully codperated in every respect in 
furnishing data and otherwise for the making 
of this study. No unprejudiced person would 
expect us to sit idly by and not seek to protect 
the property of our security holders from de- 
struction by duplication. 

I can understand how Senator Norris is in 
confusion about this because he was not at 
the conference. 

As I have stated on numerous occasions, we 
will do all in our power to work out this 
vexing problem with the government which, 
unless solved, will lead to the useless expendi- 
ture of public money and tremendous loss to 
security holders and rate payers. In the 
meantime, we must seek to do all we can to 
protect our security holders through appro- 
priate court action. 


Statement by Mr. Louis B. Wehle 
of New York 


AM making this statement as a matter of 

I personal fairness from one man to another. 

My goon in the power pooling situation is 
ly i 


wholly impersonal and impartial. I have no 
financial or professional interest whatever in 
any power or utility company, and no interest 
in this matter but the public’s interest. Presi- 
dent Roosevelt invited me to the White House 
Power Policy Committee Conference of 
September 30th last, and I went. There has 
been a misapprehension as to what took place 
at that power conference and this misappre- 
hension has been injurious to Mr. W. L. Will. 
kie, president of The Commonwealth & 
Southern Corporation, who was one of the 
conferees. He has asked me to correct that 
misapprehension publicly and I am glad to do 
this as a matter of common fairness, irre- 
spective of what misinterpretation may be 
placed on my motives in doing so. : 

Senator Norris was quoted in the press of 
January 14th as stating in effect that the utili- 
ties have not in good faith lived up to their 
agreement at the White House conference; 
that at that conference there was an agree- 
ment to extend until February the contract 
between TVA and The Commonwealth & 
Southern Corporation, and that in violation of 
the terms of that extension and “as soon as 
the extension was made the utilities got an 
injunction hamstringing the TVA in every- 
thing.” Similar suggestions have been else- 
where made in the press. 
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HAVE read Mr. Willkie’s statement which 

appeared in the press of Friday, January 
15th, in which he says that the application for 
the injunction was pending at the time of the 
conference; that “at the conference it was 
suggested by one of the TVA directors that 
we should delay or dismiss the lawsuit. I 
frankly declined to do so unless the TVA 
would likewise discontinue its construction 
work and the duplication of our transmission 
and distribution facilities. The TVA declined 
in the slightest degree so to do and by the 
same token I declined to alter the progress of 
the lawsuit. . . . Thereafter on October 7, 
1936, the extension agreement was entered 
into with the full knowledge of all parties to 
it that this was the position of both ourselves 
and the TVA.” 

Not only was I present at the conference of 
September 30th so as to be able to testify, as 
I do testify, to the correctness of Mr. ll- 
kie’s statement, quoted above, as to what took 
place there; but it also happens that I was 
requested by the President at that conference 
to mediate between the parties and assist them 
in reaching the terms of an extension agree- 
ment. During the negotiations between the 
parties, which took place between ember 
30th and October 7th, at all of which I 
sided, the idea of The Commonweal 
Southern’s discontinuing or delaying the 
prosecution of its litigation against TVA was 
not discussed. 
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President Roosevelt’s Letter to the TVA 
Power Conference Committee 


O* September 17, 1936, I asked you, to- 
gether with other representatives of the 
government and private interests, to partici- 
pate in a conference to explore the possibili- 
ties of joint use of power transmission facili- 
ties in the Tennessee Valley area. The pre- 
liminary fact-finding arranged for at that 
conference has been completed and the report 
is in my hands. 

Since the conference of September 30th, a 


sweeping preliminary injunction has been 
issued against the Tennessee Valley Authority 
upon the application of nineteen utility com- 
panies, including certain companies who were 
parties to the conference. The securing of an 
injunction of this broad character, under the 
circumstances, precludes a joint transmission 
facility arrangement and makes it advisable 
to discontinue these conferences. 


7 


Editorial Appearing in the Baltimore Sun, 
January 27, 1937 


ig weighing the propriety of President 
Roosevelt’s decision to call off further con- 
sideration of a power pooling arrangement be- 
tween TVA and the private utilities in the 
Tennessee Valley, everything depends upon the 
purpose by which the President is animated. 
If his action means that he is trying to make 
the legal rights of the private power companies 
a pawn in a game of pressure politics, it is an 
omen of unhappy significance. But if he is 
merely seeking to maintain the status quo so 
far as the power pool is concerned and until 
some of the larger issues in connection with 
the TVA have been settled in the courts or by 
administrative decision, that would be open to 
few serious objections. 

The temporary injunction which restrains 
the TVA from letting further contracts to 
parallel the power lines of the private utilities 
and which forbade the solicitation of cus- 
tomers now buying power from private con- 
cerns seeks to maintain the status quo in these 
matters pending a court decision on the merits 
of the complaint that the TVA is ignoring the 
legal rights of the private companies. if the 
President thinks it also expedient to immobil- 
ize the negotiations on the power pool and if 
immobilization is his only purpose, then he is 
only seeking by executive action to do in one 
domain of this controversy what the power 
companies have done in another domain by 
an appeal to the courts. It is impossible to 
deduce from the President’s letter which of 
these purposes was in his mind, and hence 
sweeping inferences as to the importance of 
his stand can hardly be drawn at this juncture. 


HE one inference that seems to be war- 

ranted is that he has not yet really come to 
grips with the fundamental issues in the TVA 
controversy and that the real showdown in 
this matter will come later. The question for 
decision is whether the gigantic power exper- 
iment in the Tennessee Valley is to be used to 
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provide a yardstick by which to measure the 
rates and services of the private power pro- 
ducers or whether it is to be used as a bludgeon 
with which to drive the private power com- 
panies out of business and destroy them alto- 
gether. Generally speaking, Chairman Arthur 
E. Morgan of the TVA stands for the former 
course; David E. Lilienthal for the latter. 
Mr. Morgan would use the TVA to force the 
private utilities to be good and would codper- 
ate with them when they learn their lesson. 
Mr. Lilienthal, on the contrary, would force 
them out of business. He may say that such 
is not his purpose, but his policy of duplicating 
the facilities of the private companies through 
heavy expenditure of public moneys in compet- 
ing plant and equipment would, if the courts 
permit it to go on, destroy their investment and 
leave the TVA in undisputed possession of 
the field. 

President Roosevelt has never got around 
to passing on this issue, which came out into 
the open with the publication two weeks ago 
of a long statement giving Chairman Morgan’s 
views. It may be that the President is waiting 
for the courts to rule finally on the complaint 
which the private power companies have in- 
stituted before a Federal judge in Tennessee. 
There is, of course, a pr of a judicial 
finding that will so limit the field of the TVA’s 
operations as to make an administrative deci- 
sion on policy unnecessary. Certainly a de- 
termination of the legal rights of the private 
companies is highly desirable. But it may be 
that the judicial arm will leave the final deci- 
sion up to the President, and in any event he 
has a large responsibility for the line which 
the TVA takes in fighting its case through the 
courts. Will he favor the use of the TVA as 
a confiscatory bludgeon or will he restrict it 
to the forms of fair competition which he was 
so eager to have private business adopt in the 
days of the blue eagle? Much may depend 
upon the answer to this question. 
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Decision Ends Stay 


N agreement between counsel for the gov- 
A ernment and counsel for the North 
American Company and American Water 
Works & Electric Company to hold up pro- 
ceedings in the District of Columbia court 
utility act test cases was probably terminated 
last month by the decision of Judge Julian 
Mack in the Electric Bond & Share case. 

The New York Federal court decision also 
gave new life to the bill of complaint pending 
in the District of Columbia court, and it was 
said to be up to the government either to 
answer the complaint to enjoin enforcement 
of the utility act on constitutional grounds, 
or to ask the court for another limited stay of 
the case. If the Electric Bond & Share case is 
appealed to the New York Supreme Court, 
government counsel stated the latter move 
undoubtedly would be taken. If the decision is 
not appealed, the whole utility act constitution- 
ality ight was expected to center in the Wash- 
ington court cases. 

The decision of Judge Mack resulted in the 

expiration of the maximum time limit on a 
stay order by the District of Columbia under 
the dictum of a U. S. Supreme Court opinion 
rendered on December 7th in the North 
American case involving the power of the 
lower court to stay the proceedings. The 
mandate in the Supreme Court decision was 
issued January 7th and the stay order of the 
District of Columbia court has since been 
vacated, 
_Chairman James M. Landis, of the Securi- 
ties and Exchange Commission, at a recent 
press conference commented on the decision 
of Federal Judge Mack in the Electric Bond 
& Share case, stating that the court’s ruling 
left no excuse for holding companies not to 
register. If the holding companies don’t regis- 
ter, Landis said, they are costing their stock- 
holders vast amounts of money by being 
“hamstrung” in the business they are supposed 
to be engaged in. It’s a great tragedy if they 
don’t put stockholders ahead of the advice of 
lawyers, he said. 


TVA Ruling Held Legal 


A HOUSE judiciary subcommittee, on Janu- 
ary 27th, reported that Federal Judge 
John Gore, of Tennessee, did not defy the 
Supreme Court in granting a sweeping pre- 
iminary injunction halting expansion activi- 
ties of the Tennessee Valley Authority. 

The subcommittee was composed of Repre- 
sentative Walter (D.), of Pennsylvania; Rep- 
resentative Hobbs (D.), of Alabama, and 


Representative Michener (R.), of Michigan. 
The subcommittee, comparing a Supreme 
Court decision in the Ashwander case and 
Judge Gore’s injunction, found they did not 
conflict. The investigation was made on de- 
mand of Representative Rankin (D.), of 
Mississippi, who charged Judge Gore flagrant- 
ly flouted the Supreme Court. 


Gas Lines Exchanged 


TS Columbia Gas and Electric Corpora- 
tion and the Standard Oil Company of 
New Jersey recently terminated their common 
ownership of important natural gas transmis- 
sion properties in the Eastern part of this 
country by taking over the respective minority 
interests owned by the other party and by 
making a cash adjustment of an undisclosed 
amount. 

By this arrangement Columbia Gas became 
the sole owner of the natural gas system ex- 
tending from southern West Virginia through 
Virginia and Maryland into southeastern 
Pennsylvania, and of the lines running from 
near Olean, N. Y., across southern-central 
New York state and into northern New Jersey. 

Standard Oil of New Jersey at the same 
time has increased its interest in the natural 
gas system running from _ north-central 
Pennsylvania to Syracuse, N. Y. Hearings 
were scheduled to be held before the New 
York Public Service Commission with respect 
to the changes in ownership of properties 
within that state. 

Formerly ownership of the properties was 
shared on a 70-30 basis, the partnership ar- 
rangement having been developed sev 
years ago when it was considered necessary 
for the natural gas producing facilities of the 
two corporations to be grouped in order to 
provide adequate supplies for the new markets 
cages to be reached by the transmission 
ines. 


Names Reorganization Body 


A JOINT committee of both houses of Con- 
gress was set up on January 29th to con- 
sider President Roosevelt’s recommendations 
for the reorganization of the Federal govern- 
ment. As the Senate passed the joint resolu- 
tion, which already had passed the House, 
the committee will consist of nine Senators 
and nine Representatives. In its original form, 
it provided for seven members from each 
house, but Senator Joseph T. Robinson, ma- 
jority leader, announced that the House had 
no objection to the Senate increasing its mem- 
bership from seven to nine. 
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He explained that the number had been in- ment’s “yardstick” program for determination 
creased ~ the rules committee in order “to of rates was reported to have become wider 
give appropriate representation to all groups when the contract between the Tennessee Val- 
in the Senate in an approximately fair ratio.” Jey Authority and the Commonwealth 
It had been found impossible, he said, to ar- Southern Corporation for interchange of 
range this with a top limit of seven members. power was permitted to expire early this 

nder questioning, Robinson said that the month. The government agency had offered 
joint committee would in no way interfere the Commonwealth & Southern a 30-day op- 
with the proceedings of the Byrd committee, tion on extension of the contract on condi- 

. appointed at the last session of Congress to _ tion that the private utility give up its demand 
study the question of reorganization. He for exclusive sale rights in certain territory 
added that its purpose was to codrdinate the for power purchased from TVA. 
activities of the House and the Senate and Wendell L. Willkie, president of the Com- 
that the two groups would vote as units in de- monwealth & Southern Corporation, an- 
ciding any question that might arise. nounced his corporation would not agree to 

Vice President Garner appointed the fol- government competition in the corporation's 
lowing Senators to serve on the joint commit- sale of power purchased from the govern- 
tee: Robinson, Byrns of South Carolina, Byrd ment, and the contract, which had been in 
of Virginia, O’Mahoney of Wyoming, Harri- operation for about three years died. Willkie, 
son of Mississippi, McNary of Oregon, however, was said not to share in the belief 
Townsend of Delaware, Norris of Nebraska, that expiration of the contract marked the end 
and Barkley of Kentucky. The members of of dealings between the government and the 
the House follow: Buchanan of Texas, Coch- corporation and its numerous operating com- 
ran of Missouri, Warren of Virginia, Vinson panies. He declared he felt the whole prob- 
of Kentucky, Robinson of Utah, Taber of New lem “must be solved soon.” 

York, and Gifford of Massachusetts. In this he was said to pursue the attitude 

he had advanced at his meeting on February 

Utility Ends TVA Contract 2nd with officials of the TVA at Knoxville, 

Tenn., at which he was offered the option of 

HE break between the government and _ extending the contract if the government were 
private power companies over the govern- __ left free to compete with his companies. 


e pose 
for 


simil 
Alabama “e 
( 
Orders Handset Charge Beginning with the March Ist billing period, Ark: 
the state public service commission ordered pow 
Dropped that extra charges for handset equipment navi 
should be 15 cents a month for a continuous land: 
HE state public service commission on period of twenty-four months, with no sur- indu: 
January 22nd issued an order to go into charges thereafter. It was estimated that ap- Rept 
effect March Ist, exempting handset tele- proximately 8,000 of the 30,000 handsets in prim 
phones from extra charges following twenty- use in the state would be exempt under the prob 
four months of consecutive service, with an order with March billings. and ; 
estimated ultimate saving of $54,000 a year to The commission’s order stated: sissiy 
Alabama subscribers. “Any present subscriber who has received Th 
The order was issued following a complaint nq paid for service for handset equipment twen 
by A. Berkowitz, Birmingham attorney, “on f ti sind eine ith his kans: 
behalf of himself and others similarly situated 3) ee ee ee a cos 
who are subscribers to the Southern Bell March, 1937, billing period amounting to as bill 
Telephone Company.” Berkowitz charged that much as $3.60 or more in the same exchange woul 
surcharges on handset or “French” telephones shall be exempt thereafter from payment of 
were “unjust and unreasonable.” this charge on such handset equipment.” 


¥ 


Arizona 


i introduced in the House and Senate by Repre- 
State Power Authority sentative ee Williams, of Coconino, and 


Proposed Senator D. E. Rienhardt, of Gila. The author- 

ity proposed in the bills would set up an or- 

nN Arizona power authority was proposed ganization to prepare the state to take ad- 
to the state legislature last month in bills vantage of power generated at Boulder dam. 
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would comprise three com- 
missioners, to be appointed by the governor 
fifteen days after passage of the act. The 
first commissioners would serve terms of two, 
four, and six years. Thereafter their terms 
would be six years. They would be bonded 
for $10,000 and would receive an annual salary 


The authorit 


f $5,000. 
ah bills stated that no member of the 
power authority “shall have financial interests 
in any public utility corporation engaged in 
the business of distributing power to the pub- 
lic, nor shall any member have any interest 
in any business that may be adversely affected 
by operation of the authority.” 

It was said the corporate purpose of the 
authority would be to encourage and promote 
the fullest possible use of electric energy by 
all the inhabitants of the state by rendering 
service to those to whom electricity is not 
available, or is not available at economical 
rates. 


The authority would make surveys of areas 
for the purpose of determining the economic 
soundness of the acquisition of a system of 
systems to create or distribute electrical 
energy. It would also “render service to the 
inhabitants of the state and by contract or 
contracts with any person, Federal agency, 
municipality or private corporation to con- 
struct, etc., and maintain and improve electric 
transmission lines or other electric equip- 
ment.” 

No money received by the authority, except 
the $85,000 which was appropriated in the 
measure, would be required to be paid into 
the state treasury, but would be deposited in 
a separate bank account and dispersed as di- 
rected by the authority in accordance with 
the terms of any agreement with the holder or 
holders of any bonds of the authority. 

The bills carried an emergency clause and 
would become effective immediately upon 
signature by the governor. 


Arkansas 


Bill for AVA Submitted 


S. REPRESENTATIVE John E. Miller, of 
U. Searcy, Arkansas, on January 25th pro- 
posed a vast power and flood control project 
for the White and Arkansas river valleys 
similar to that being carried on in the Tennes- 
see valley. 

He introduced a bill which would set up an 
Arkansas Valleys Authority with broad 
powers for flood control, power production, 
navigation, reforestation, use of marginal 
lands, irrigation, and general agricultural and 
industrial development of the two watersheds. 
Representative Miller described his bill as 
primarily an attempt to solve flood control 
problems in the White and Arkansas valleys 
and alleviate flood threats on the lower Mis- 
sissippi river. 

The bill contemplates construction of 
twenty-six flood control reservoirs in Ar- 
kansas, Missouri, Oklahoma, and Kansas, at 
a cost estimated by Miller at $120,000,000. The 
bill carried no specific appropriation, but 
would authorize all appropriations necessary 
to carry out its provisions. 

The President would appoint three directors 
to guide policies of the authority, which would 


utilize services of army engineers in carry- 
ing out the project. Miller said he was as- 
sured of support from the Arkansas delega- 
tion and expected to get the measure through 
Congress at this session with the help of 
delegations from other affected states. 


Pays Privilege Taxes 


HE Southwestern Bell Telephone Com- 

pany last month paid $25,000 as its 1937 
Little Rock privilege taxes. District Manager 
E. N. McCall presented the check to the chair- 
man of the council utilities committee, after 
the committee had approved terms of an 
agreement eliminating free telephones for city 
offices and employees and placing them on a 
cash basis. 

The city’s sharing of telephone bills of more 
than 100 of its employees was discontinued 
January list but the agreement had not been 
approved formally by the committee until 
January 18th. 

The finance committee in its budget recom- 
mendations for 1937 was expected to increase 
salaries of aldermen and certain other ci 
officials and employees the amount they will 
pay for telephone service. 


California 


power systems was expected to complete its 


Power Quiz to End 


& special Senate Interim Committee 
named to investigate the feasibility of the 
State acquiring all privately owned electric 
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investigation at a meeting in Los Angeles on 
February 15th, according to a recent announce- 
ment by Senator Jerrold Seawell of Roseville, 
chairman of the committee. 
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Utilities Under Inquiry 


wi L. Ware, president of the state 
railroad commission, announced last 
month that informal investigations of five 
major public utilities were under way. 
The utilities whose rates and earnin; 
tions were being studied were the 


posi- 
acific 


Telephone and Telegraph Company, and the 

uthern California Telephone Company; the 
Pacific Gas and Electric Company, the Coast 
Counties Gas and Electric Company, Southern 
Counties Gas Company, and Southern Calj- 
fornia Gas Company. Ware said similar in- 
vestigations in the past have resulted in rate 
reductions. 


District of Columbia 


Rates Ordered Pared 


rN approximate reduction of 20 cents a 
month in bills of Washington electric 
consumers was granted January 30th by an 
order of the public utilities commission, ef- 
fective February 1st. A total reduction of 
$504,021.19 for the year 1937, to be divided 
almost equally between domestic and com- 
mercial Power users, was included in the 
commission’s order. 

This reduction figure, proposed at recent 
public hearings on annual rate adjustments of 
the Potomac Electric Power Company, was 
based on application of the sliding scale plan. 
Under this method, earnings ~ the power 


company in excess of the “basic” return of 


64 per cent allowed by law, are distributed in 
rate reductions to local consumers. Last year, 
electric current users were granted reductions 
totaling 

The new reduction figure was suggested 
by company officials, based on estimated earn- 
ings of $1, (000,266.28 in excess of the 6} per 
cent lawful rate of return, figured on the com- 
pany’s agreed valuation of 0,134,509.79. 

he commission failed to approve a request 

of the Federation of Citizens Associations for 
reduction of the 64 per cent return rate to 6 
ad cent. The citizens had appealed for the 

ower rate through their attorney, William 
McK. Clayton, who based his argument on 
the ower company’s “impregnable financial 
condition.” 


Indiana 


Oppose Municipal Legislation 


T= Municipal League of Indiana, at its 
meeting in Indianapolis last month, voted 
to oppose any legislation that would subject 
budgets of pole ally owned utilities to re- 
view by county oe | state tax boards, asserting 
such legislation would be the “be inning of 
the end of municipal utilities in Indiana.” 
Other legislative steps, tentatively approved, 
would repeal county and state taxes on 
municipal utilities and give city councils the 
right to determine whether establishment of a 
municipal utility is a matter of “convenience 
and necessity.” That power now rests with 
the courts. Establishment of such oy 
would still be subject to referendum vote. 


bill embodying these features was turned over 
to a committee of city attorneys for final 
drafting. 


Injunction Upheld 


HE Indiana Supreme Court on February 
3rd upheld the injunction granted the 
Northern Indiana Power Company in its fight 
to prevent competition from the municipal 
electric light plant established at Huntington by 
Mayor Clare W. H. Bangs. 
The power company contended that through 
a certificate obtained from the state public 
service commission it had the sole right to 
distribute electric current in Huntington. 
Mayor Bangs has been in jail since last July. 


Kentucky 


tion, to veto the rural electrification bill be- 
cause it placed the proposed electrification co- 
Operatives under the state public service com- 


Approves Electrification Bill 
C= A. B. Chandler last month ap- 


proved the rural electrification bill in- 


troduced at the recent special session of the 


legislature. The governor said he had been 


requested by Morris Cooke, administrator of 
the Federal Rural Electrification Administra- 
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mission. 
On the other a the governor pointed out, 

the Kentucky Farm Bureau Federation re- 

omer that the bill be approved. He termed 
e bill a benefit to Kentucky farmers. 
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Massachusetts 


Frown on Increased Minimum 
Rate 


FFICIALS of the Lynn Gas and Electric 
O Company held a conference with the 
state public utilities comission last month rela- 
tive to the suggestion of the department that 
the rate for space heating of the Lynn Com- 


pany be brought into accordance with the de- 
cision of the commission in the case of the 
Boston Consolidated Gas Company by estab- 
lishing a minimum rate of $100 a year. 

Establishment of such a minimum rate, off- 
cials of the company stated, would prove to be 
disastrous to their concern. The rate had been 
set at as low a price as possible to meet the 
competition. 


Michigan 


PWA Injunction Granted 


As restraining order to prevent 
Public Works Administrator Harold L. 
Ickes from disbursing a $202,000 allocation to 
Dowagiac, Mich., for construction of a munici- 
pal power plant and distribution system was 


issued by the District of Columbia Federal 
court last month. 

Application for the order was made by the 
Michigan Gas & Electric Company, of Hol- 
land, Mich. The company contended that its 

50,000 investment in a power plant in 

owagiac would be endangered. 


Minnesota 


Attacks Toll Charges 


one toll charges between St. Paul 


At teleph 

and Minneapolis, and between the Twin 
Cities and all communities of 1,000 or more 
population within 25 miles, would be abolished 
under terms of a bill introduced in the state 
Senate last month by A. H. Miller of Hopkins. 


Senator Miller’s bill would establish a 


metropolitan telephone district covering the 
territory within a 25-mile radius of the Twin 
Cities. No toll charges would be permitted 
within this district on calls between villages 
or cities except those with less than 1,000 
population. At present there is a 10-cent 
charge on phone calls between parts of St. 
Paul and Minneapolis, with higher tolls be- 
tween other communities in the 25-mile zone. 


Montana 


Would Appoint Rail Board 


pms of the state railroad and public 
service commission would be appointed 
by the governor, rather than be selected at a 
general election, according to notice of a mea- 
sure which Senator Robert Pauline of Flat- 
head, planned to introduce in the state Senate 
of the twenty-fifth legislative assembly last 
month. 

Should Senator Pauline’s measure be en- 
acted into law, it would be in full force and 
effect immediately and would provide for the 
creation of the railroad and public service 
commission to be composed of the present 
members of that body. The proposed measure 
provides for the appointment of the commis- 
sioners by the governor, but the appointments 
would be subject to ratification by the Senate. 
Each commissioner would serve for a term of 
six years, 
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Any vacancy occurring in the board would 
be filled by appointment of the governor and 
such appointee would hold office until the next 
meeting of the state Senate, when the appoint~- 
ment would then be confirmed or rejected. 

Senator Pauline’s bill provided that no per- 
son in the employ of, or holding any official 
relations to any railroad, or owning any stocks, 
bonds, or other securities of any railroad, or 
who should become in any manner pecuniarily 
interested in any railroad, or of railroad 
stocks, bonds, or securities, thereof, could be a 
member of the state board. Any member of 
the board who, after his appointment or elec- 
tion to the office, would become an em- 
ployee of or holder of any official relation to 
- railroad would be forced to forfeit his 
ofhce, with the governor then appointing his 
successor. No commissioner would be al- 
lowed to participate in any hearing or pro- 
ceeding in which he had any pecuniary interest. 
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Nebraska 


FPC Assumes Jurisdiction 


HE Federal Power Commission last month 

ruled it has jurisdiction over the Platte 
Valley Public Power and Irrigation District 
because of material changes in plans for the 
project. The water power and irrigation proj- 
ect, proposed by the Platte Valley District 
to be constructed on the North Platte, South 
Platte and Platte rivers in Nebraska, is part 
of the “littke TVA” being opposed by five 
private power companies in the state. 

The commission found that the project 
would affect interests of interstate commerce, 
although on the original application it found 
that such interests would not be affected by 
the project as then proposed. Chairman Mc- 
Ninch stated that the effect of the commis- 
sion’s action would be to bring this project 
under the commission’s jurisdiction and to re- 
quire the district to secure a license from the 
commission before constructing the project. 


Court Refuses to Rule 


gin United States Supreme Court last 
month dismissed the appeal of the South- 
ern Nebraska Power Company and the village 
of Ayr attacking constitutionality of a 
Nebraska law placing restrictions on sale of 


municipal power plants to private interests, 

After the village voted, 49 to 27, to sell its 
plant to the power company, state Attorney 
General Sorenson went into court to halt the 
transfer. Among other things he contended 
that the expense of the election amounted to 
more than $1 a voter, which was prohibited by 
law. The power company also was alleged to 
have failed to file a correct report with the 
department of public works. The court held 
that no Federal question was involved. 


Introduces Commission Bill 


BILL was introduced in the state legislature 
Altast month which provided for a consti- 
tutional amendment for submission at election 
in 1938 of a proposal to abolish the state rail- 
way commission and substitute therefor a 
Nebraska Public Utilities Commission of five 
members instead of three as at present, each 
to be elected by a district conforming as near- 
ly as possible to the boundaries of congres- 
sional districts. 

Under the bill, the present members of the 
commission would hold office till their terms 
expire, with provisions for election of addi- 
tional members. The salary would be $3,000 a 

ear instead of $5,000, the amount paid mem- 
red of the state railway commission. 


New Jersey 


Again Seek Light Plant 


or the third time in as many years, bills 

were introduced in the state mnt and 
Senate last month to permit construction of a 
municipally owned electric light plant in Cam- 
den. The bills, sponsored by Senator Albert 
E. Burling and Representative Bartholomew 


New 


Upholds Rate Cut 


HE state public service commission was 
within its power when it ordered reduc- 
tions in rates charged for electricity by the 
Long Island Lighting Company, the appellate 
division of the supreme court, third depart- 
ment, held on January 21st in an unanimous 
memorandum. The court found that the com- 
mission, in arriving at its determination, had 
made some errors, but not of sufficient magni- 
tude to change the result. 
The Long Island Lighting Company sought 
by certiorari to review the determination of 
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Sheehan, both of Camden county, would per- 
mit borrowing of $3,300,000 from the Public 
Works Administration plus a $2,700,000 out- 
right grant. 

Residents of Camden twice voted for erec- 
tion of the plant, but bills to legalize its con- 
struction were killed by the 1935 and 1936 
legislatures. 


York 


the commission, which had directed a cut in 
rates which would cost the company $1,194,- 
000 a year. The company voluntarily made a 
reduction of $553,000, but the commission 
ordered a further cut of $641,000. 


Authorizes Reduction 


thn, state public service commission last 
month authorized the Central Hudson 
Gas and Electric Corporation to reduce elec- 
tric rates which the company estimated would 
save consumers $201, a year, effective 
February Ist. Reductions were made in the 
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residential, commercial, general power and 
brick yard power rates. 

The territory affected includes the cities of 
Beacon, Kingston, Poughkeepsie, and New- 
burgh, and many villages and towns in 
Dutchess, Ulster, Orange, Greene, Putnam, 
Sullivan, Columbia, and Albany counties. 

Customers of other up-state utilities will 
save about $56,981 a year through rate reduc- 
tions authorized January 22nd by the state 
commission. The Paul Smith Electric Light 
and Power and Railroad Company estimated 
its rate revisions, effective January 30th, 
would save its customers $37,100 annually. 
The company serves Saranac Lake, Bloom- 
ingdale and surrounding towns in Franklin, 
Clinton, Essex, and St. Lawrence counties. 


Rejects Power Fund 


Tz New York city Board of Estimate re- 
afirmed its stand on January 29th 
against the proposed construction of an elec- 
tric generating plant at Brooklyn College, but 
Mayor La Guardia, ardent proponent of the 
power project, announced that he had not yet 
given up his fight. 

Passing on a request by the mayor that 
definite action be taken either to accept or to 
refuse the Federal Public Works Adminis- 
tration offer of $180,000 as a grant toward the 
$400,000 required for the electric plant, the 
board rejected the offer, the votes of Mayor 
La Guardia and Borough President Raymond 
V. Ingersoll of Brooklyn being the only 


Unwilling to lose the outright grant which 
the Federal government had scheduled for the 
power plant, the board, without objection by 
the mayor, voted to ask the Federal govern- 
ment to revise its offer by providing that the 
$180,000 could be applied to the purchase of 


equipment, especially for the many labora- 
tories in the new college plant. 


Ordered to List Law Fees 


AT. investigation of the legal fees 
paid out by the public utilities in New 
York state in the last six years was ordered 
by the state public service commission at a 
meeting held last month. No reason for the 
investigation accompanied the announcement, 
but it was said in quarters close to the com- 
mission that one of the purposes was to ob- 
tain accurate data on the amounts spent by 
utility companies in fighting rate reduction 
orders, opposing the enactment of utility legis- 
lation, and opposing the accounting system 
ordered by the commission. The announce- 
ment said: 

“The public service commission has insti- 
tuted an investigation into the amounts paid 
or liabilities incurred by all gas, electric, steam, 
telephone, and waterworks corporations in 
New York state for legal services and for 
services and expenses of attorneys. 

“The commission has ordered every gas, 
electric, steam, telephone, and waterworks 
corporation under its jurisdiction to file a full 
and complete statement setting forth all 
amounts charged upon its books and records, 
of all payments made and of all liabilities in- 
curred for legal services and for services and 
expenses of attorneys during the period from 
January 1, 1931, to December 31, 1936. 

“The statement showing such expenditures 
for the six years must be duly verified by an 
officer of the company and must be filed at the 
Albany office of the commission not later than 
February 28, 1937.” 

The commission’s order would include fees 
for lobbying only where such lobbying was 
done by an attorney, it was pointed out. 


Ohio 


Order to File Lower Rates 


fawn state utilities commission upon agree- 
ment with the Ohio Bell Telephone Com- 
pany recently ordered the company to file new 
rate schedules, effective April Ist, which will 
accord ge annual savings of $1,912,000 
to subscribers. The savings include $1,687,000 
in reduction of exchange rates, $75,000 
through adjustment of miscellaneous charges, 
and $150,000 in adjustment of intrastate toll 
charges. 

The commission order said that despite pay- 
roll increases totaling $2,500,000 and an in- 
crease of $1,350,000 in taxes with prospect of 
a further tax rise of $500,000 this year, “the 
commission is of the opinion that continuously 
improving business conditions and efficiency 
in company operations will afford the com- 
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pany a reasonable opportunity to earn a fair 
return under the reduced schedule.” 

The order did not affect Cincinnati or ad- 
jacent areas served by the Cincinnati & 
Suburban Bell Telephone Company. 


Reject Municipal Plant 


fe ge om on a proposal that a munici- 
pal electric light and power plant be 
erected at Port Clinton at a cost of $250,000 
was defeated on February 2nd by a vote of 
963 to 558 in a special election. In view of the 
proposal’s defeat, the franchise of the Ohio 
Public Service Company was expected to be 
renewed. 

The issue, hotly contested for several 
months, brought to the polls 84 per cent of the 
regular vote. 
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Oklahoma 


Signs Power Distribution Bill 


Ce ag Marland on January 28th signed 
the Grand river dam bill, making it law 
after a two-year fight. The new law eliminates 
provision of the law passed two years ago, re- 
stricting distribution and sale of power if the 


dam were built and power plants created. The 
new law would authorize distribution and sale, 
and backers of the proposed project con- 
tended it was needed for aid in obtaining Fed- 
eral approval of the proposed project. That 
the Federal government is still interested in 
aiding the project, was believed uncertain. 


Pennsylvania 


Board Replaces Commission 


Te state public service commission, which 
has functioned since January 1, 1914, will 
pass out of existence March Ist. It will be 
supplanted by a new sag body, to be 
known as the Pennsylvania Public Utility 
Commission, armed with much greater 
powers. 

This was learned last month as Governor 
Earle studied final drafts of the legislation. 
The bill, covering the powers and procedure 
of the utility commission in more than 200 
pages, is a complete substitute for existing 
public service company laws. The principal 
new sections to be enacted, and from which 
the utility commission will draw its wide 
authority, provide that it can: 

1. Fix temporary rates at any time on its 
own motion. 

2. Place the burden of proof on the com- 
panies. 


3. Establish a sliding scale of rates under 
which automatic reductions would follow in- 
creases in a utility. corporation’s income. 

4. Authorize rural communities to enter in- 
to generation, transmission and sale of power 
in competition with private utilities. 

5. Strictly supervise financial relations be- 
tween operative utilities and holding com- 
panies. 

6. Take jurisdiction over motor contract 
carriers, heretofore exempt, thus bringing 
every phase of truck transportation under 
regulation. 

. Bring under its jurisdiction all municipal 
electric, gas, and water systems. 

he new commission, also consisting of 
seven members, will be named by the governor 
subject to confirmation by the senate. Terms 
will be staggered from two to ten years, with 
their successors each to serve the full term 
of ten years. Representative Joseph Ominsky 
was expected to introduce the measure. 


Texas 


House Protests Power Sales 


Tz House requested recently that the 
Works Progress Administration reject a 
contract made by the Brazos River Conserva- 
tion District for the sale of electric power to 
the Texas Power & Light Company. A resolu- 
tion by Lon E. Alsup, which was adopted after 
sharp debate, charged that the contract was 
not advantageous to the consumers of electric 
power, as it did not require that the power 
company reduce rates and pass the savings on 
to users. The House debated the issue briskly 


and adopted the resolution, 94 to 33, after an 
attempt to send it to a committee for study 
was rejected, 79 to 56. 

In addition to condemning the contract, by 
which the power would be sold at one-half 
cent per kilowatt, the resolution called on the 
WPA, which is furnishing funds for the con- 
struction of the $30,000,000 project, not to ap- 
prove any contract which does not adhere to 
the policy of the Tennessee Valley Authority, 
requiring power companies purchasing the 
power to pass savings on to consumers of the 
electricity. 


Washington 


coor will not be put up to the voters at the 


Merger Not up for Poll 


eC p-- proposed merger of Seattle City Light 
and the Puget Sound Power & Light Com- 
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arch election, the city council decided on 
January 18th. The council delayed action after 
two motions had been dead-locked 4-to-4. 
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Oregon Accounting Rules Require Telephone Exchange 
and Toll Segregation 


HE uniform system of accounts for 

telephone companies prescribed by 
the Federal Communications Commis- 
sion, as modified by Federal court order, 
was adopted and prescribed by the Ore- 
gon commissioner for all class A and B 
telephone utilities conducting an intra- 
state telephone business in the state of 
Oregon. An additional requirement, how- 
ever, was made that accounts be sub- 
divided between exchange and toll sys- 
tems. 

Objections were raised to the proposal 
to require fixed capital, operating reve- 
nues, operating expenses, and deprecia- 
tion accounts to be subdivided. The prin- 
ciple objections were with respect to the 
segregation of the depreciation reserve 
balances. It was stated that such a re- 
quirement was impracticable and would 
present innumerable difficulties and, 
furthermore, would cause increased ac- 


counting expense. The commissioner did 
not believe that such difficulties could not 
be overcome. He stated: 


The test of the reasonableness of such a 
requirement seems to be whether the in- 
creased accounting costs involved outweigh 
the value of the information obtained there- 
from. The experience of this commission in 
numerous formal rate cases has clearly 
demonstrated that information of this char- 
acter cannot be obtained except through ex- 
pensive and time-taking audit work unless 
such information is currently recorded on 
the books of the utility as a part of its 
regular accounting procedure. In the inter- 
vals between formal rate cases the commis- 
sioner is without adequate information from 
which he can determine whether or not the 
return from a toll or exchange system is 
excessive or inadequate. This does not make 
for effective regulation. 


Re Uniform System of Accounts for 
Telephone Utilities (P.U.C. Oregon 
Order No. 3955, 15501 A & B Tele- 
phone). 


7 


Agreement with Labor Union Recognized in Decision on 
Station Agency Discontinuance 


A= decision by the Oklahoma 
commission on an application for 
authority to discontinue agency service 
at a railroad station attains a degree of 
importance not usually found in cases of 
this nature because of the commission’s 
recognition of an agreement between em- 
ployer and employee, in a proceeding re- 
lating to service regulation. The commis- 
sion denied authority to substitute a care- 
taker for an agent on the ground that the 
railroad company had not complied with 
the requirements of an agreement with 
the Order of Railroad Telegraphers 
covering the regulations and rates of pay 
of employees. 
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The agreement with the union pro- 
vides that should either party desire to 
revise the agreement it should furnish 
thirty days’ written notice containing the 
proposed changes, and conferences shall 
be held immediately on the expiration of 
said notice. If the parties cannot agree to 
the change, then the matter is referred 
to the National Railroad Adjustment 
Board as provided by Federal railroad 
labor legislation. No such notice had been 
given by the railroad company. 

The agreement provides that it shall 
apply to agents, freight agents, or ticket 
agents, where they have charge of a sta- 
tion, or take the place of or perform the 
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work of an agent. It provides further to dois, under the guise of abolishing a posi- 


that where payroll classification does not ion = = ec Pe diy oy = 
conferm to the agreed classification,em- Present case, agai under the sades ‘al 


ployees performing service in the classes abolishing positions, to pay employees per- 
specified therein shall be classified in ac- | forming agency work at stations included in 


cordance therewith. It was pointed out oe on any other than an hourly 


that the duties to be performed by the The referee concludes that the present 
caretaker would include the duties of — agent and the position to be filled by the 
caretaker as defined in rules for report- | caretaker at Carney are both covered by the 


Sains . oa agreement, thus making it essential that the 
ing information to Federal authorities as requirements of Par. (b) of Ast. XEV. 


well as other duties being performed by above referred to, be met by the railroad be- 

the present agent. It was said to be appar- fore asking this commission for authority 

ent that the contemplated caretaker serv- to change the station service. Said require- 

ice was, at least in part, an agency service meee have not been Pues —— reteree, 
d by the contract with the union ae eee ES ae ae 

covered by . dismissed without prejudice. 

A referee whose report was approved by 

the commission said in part: Re Missouri-Kansas-Texas Railroad Co, 


What the carrier does not have the right (Cause No. 16,960, Order No. 10,942), 


7 


Commission Lacks Power to Order Restoration of 
Depreciation Reserve 


N order of the Missouri commission adequate rates of depreciation of the 
requiring a company to replace an _ several classes of property. The commis- 
amount transferred from depreciation re- sion had not made any order requiring the 
serve to surplus was reversed by the company to set up or carry a deprecia- 
supreme court of Missourion the ground _ tion reserve. The court held that such an 
that the commission had no statutory or order, if made, would operate prospec- 
other power to make an order of a re-__ tively and give the commission regulatory 
troactive nature with respect toa reserve control of the depreciation reserve 
accumulated voluntarily by the company created by its order, but said the court: 
and on the further ground that the order Here the commission stood by through the 
was wrong in principle. years without making any order requiring 
During the period 1915 to 1935 the pcg nad oe at es bn en 
; : * its silence 

paca | see from time to time trans- consent permitted the company to volun- 
erred irom depreciation reserve to sur- tarily accumulate a reserve and use it for 
plus a total of $1,600,000, leaving a sub- such purposes as, in the judgment of the 
stantial amount after each transfer in the board of directors of the company, was 
depreciation reserve. No evidence was Proper. Some years after this was done the 
commission then made a retroactive order, 
produced to show that the company had the effect of which was to look back through 

not maintained its property so that effi- the years and nullify orders made by 
cient service might be rendered to cus- ye paged hn po on pecan 

* epreciation re ve, when er 
_ peri and, in the words of the court, statute i onder of the commission which 
evidently the amounts transferred from prohibited the making of such orders at the 
the depreciation reserve were not needed time they were made. This retroactive order 
for that purpose.” was illegal and void because the commission 
The Missouri statute authorizes the @d no authority to make it. 

commission after hearing to require pub- In support of the court’s ruling that 
lic utilities to carry a proper and adequate the commission’s order was wrong in 
depreciation account and to ascertain and __ principle it was pointed out that a depre- 
determine and by order fix the proper and ciation reserve, whether accumulated vol- 
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untarily or pursuant to commission 
order, comes from revenues which the 
customers pay for service and for that 
reason it belongs to the company. The 
only purpose of a depreciation reserve, 
so far as the public is concerned, is to 
guarantee that the company’s property 
will be kept in proper condition so that 


efficient service may be rendered. When 
that purpose is accomplished, the balance 
remaining in the depreciation reserve be- 
longs to the company, and the company 
cannot be forced to give it up for the ben- 
efit of future customers. State ex rel. 
Empire District Electric Co. v. Public 


Service Commission of Missouri. 


Electric Rates for Incidental Lighting in 
Apartment Building 


2 practice of using different rate 
schedules for exactly the same type 
of service to apartment house owners or 
operators, in the opinion of the Utah com- 
mission, should not be permitted, but the 
same schedule should apply for all apart- 
ment houses taking the same type of in- 
cidental service. 

An electric utility against which com- 
plaint had been made had followed the 
practice of applying to the incidental 
lighting for porch, hall, and general base- 
ment lighting, and small motors the rate 
schedule prevailing in the apartment 
building for service to different tenants. 


e 


In other words, when an apartment house 


is equipped with electric refrigerators and 


not ranges, the incidental lighting service 
paid for by the apartment house owner or 
operator was supplied under the schedule 
applicable to such users ; but when elec- 
tric range service was furnished to ten- 
ants, the incidental lighting paid for by 
the owner or operator was charged under 
the schedule applicable when such ranges 
were used. This practice did not meet the 
approval of the utilities commission. 
Public Utilities Commission of Utah v. 
Utah Power & Light Co. (Case No. 
1531). 


Restaurant Users of Gas Not Entitled to 
House-heating Rates 


A by the Madison Restau- 
rant Association based upon the as- 
sertion that gas rates to restaurants were 
unreasonably high and discriminatory 
inasmuch as the rate for gas house heat- 
ing was lower has been dismissed by the 
Wisconsin commission. The commission 
held that the restaurant users of gas 
were not reasonably entitled to applica- 
tion of the existing schedule for gas 
house-heating service and that the 
separate rate classification of house- 
heating service was reasonable and not 
discriminatory under the statutes. 

_ The seasonal character of house-heat- 
ing use, competitive factors, and contri- 
bution to peak demand were considered 
by the commission. The commission was 
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of the opinion that the testimony did not 


show such substantial differences in 
character of use of gas between restau- 
rants and house-heating customers as to 
justify a difference in rate classification 
based solely on such alleged differences 
in use. With respect to the competition 
factor, the commission said: 


It is not sufficient, of course, to show 
merely that the rate is necessary to obtain 
the business. It must also be demonstrated 
that the great body of customers will benefit 
from obtaining this additional business, The 
principles which the commission has fol- 
lowed in approving gas house-heating rates, 
as well as other competitive utility rates, 
have been (1) such rates should not be any 
lower than necessary to obtain the business, 
(2) such rates must not be as low as the 
costs which are added by obtaining the new 
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business, and (3) the rates should be suffi- 
ciently higher than these added costs to pay 
something towards the overhead costs which 
otherwise would have to be borne in total 
by the other customers. If these conditions 
are met, the customers not benefiting directly 
from the special rates will still secure in- 
direct benefits by being relieved of some 
costs which otherwise would be assignable 
to them. 


House-heating sales in the 1935-1936 
heating season had resulted in estimated 
revenues larger than added costs by 
$5,500, which amount was included in 
operating income. The commission said 
that if an analysis of the 1937 income 
should justify a gas rate reduction, other 
classes of customers would have tangible 


e 


evidence of the benefits they derive from 
securing house-heating sales at the pres- 
ent rate. The reverse situation, however, 
might ensue if the application of the 
restaurant association were granted. If 
restaurants were billed at house-heating 
rates, revenues from this class of busi- 
ness would be reduced $32,700. The 
state public service commission said that 
unless it could legally find the earnings of 
the utility to be excessive, most, if not 
all, of this revenue cut might have to be 
absorbed by other users of gas, chiefly 
homes using gas only for cooking or 
water heating. Madison Restaurant 
Asso. v. Madison Gas & Electric Co. 
(2-U-983). 


Good Will and Other Uncapitalized Items Eliminated 
on Approval of Merger 


Ares. of the merger of the Yellow 

Cab Company of Philadelphia with 
Higgins Incorporated, a Delaware cor- 
poration, was approved by the Pennsyl- 
vania commission as well as the issuance 
of securities to be exchanged in order to 
consummate the merger. The commis- 
sion, however, disapproved several items 
as uncapitalizable and attached conditions 
to its order so as to eliminate these items 
from the capital structure. 

The items disapproved included good 
will “arising from some transaction prior 
to 1933, the details of which are not 
known,” excess price paid for assets of 
another cab company, management fees 
during construction, investment in com- 
panies having no assets, and accounts re- 
ceivable which were not collectible. 

Concerning the item “management fees 
during construction” the commission said 
that this item should not be capitalized 
for the petitioner did not own any assets 
which required a period of construction 
during which management costs would 
be chargeable as an asset. 

After eliminating the disapproved 
items the commission found that the 
equity of the Yellow Cab Company was 
not sufficient to support a proposed capi- 
talization. consisting of 10,000 additional 
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shares of no-par common stock and 
$225,600 of preferred stock, but since the 
company desired to effect the merger 
without delay and the merger was unob- 
jectionable, the commission granted its 
approval subject to the condition that 
prior to issuance of the stock, entries 
would be made upon the books of ac- 
counts so as to transfer the disapproved 
items to a deferred charge account to be 
amortized to surplus in instalments, and 
also subject to the following stipulation 
as to preferred stock retirement: 


. .. petitioner has filed of record a stipula- 
tion that, if the commission approves these 
three applications, it will take such steps as 
may be necessary to retire, within thirty 
days thereafter, the $225,600 of 6 per cent 

referred stock which would be authorized 

y such approval, and will ask our consent 
to issue in lieu thereof 2,256 shares of pre- 
ferred stock without par value, bearing a 
dividend rate of $6 per share per annum, and 
in other respects similar to the par value 
preferred stock for which authorization is 
sought herein. It has further stipulated that 
the stated capital applicable to the no-par 
preferred shares would not exceed such 
amount as the commission may find to be the 
equity in petitioner assignable to said stock. 


Re Yellow Cab Co. of Philadelphia (Ap- 
plication Docket No. 34998, Securities 
Dockets Nos. 210, 211). 


268 





THE LATEST UTILITY RULINGS 


Water Rates Reduced Because of Inadequate Service 


OTWITHSTANDING the fact that a 

water company was operating at a 
joss, the Maine commission ordered re- 
duction in hydrant rates and rates for 
domestic water service on the ground 
that the value of the service did not 
justify higher rates. 

A long list of service failures was 
enumerated, including testimony as to 
frozen hydrants, inadequate pressure, 
plugged fire hydrants, leakage, and in- 


The company then aoe that on a valua- 
tion as given by the selectmen, the addition- 
al premiums to be paid by policyholders, if 
the hydrants were removed, would 4, 
594.09. Such figuring does not prove much. 
All people do not insure to the full tax value 
of their property; all people do not carry 
insurance. The absolute elimination of fire 
protection service would, of course, result 
in higher insurance premiums but certainly 
the result would not necessarily be as the 
company’s proposed figures would suggest. 


The commission, after referring to 


adequate reservoir capacity because of 
leaks. The commission said : 

It is unnecessary to continue the indict- 
ment, except to add that complaints in re- 
gard to service have been unavailing. The 
company has been repeatedly requested to 
remedy conditions, has intimated something 
would be done, but actually has done nothing 
to straighten out these troubles, some of 
which little expense and effort could cor- 
rect... To give the company more money 
for this inadequate, unsatisfactory and low- 
grade fire protection would be a travesty. 


The company offered no suggestions 
and gave no indication of bettering the 
service but submitted figures as to fire 
insurance rates, with the argument that 
if there were no fire protection at all the 
rates would be much higher. The com- 
mission said : 


earlier decisions holding that rates must 
not exceed the value of service regardless 
of the return to the company, concluded 
that the value of hydrant service did not 
justify present rates. It was pointed out 
that the rates which had been in effect for 
several years contemplated reasonably 
adequate fire protection, and in view of 
the fact, including the fact that only about 
half of the hydrants were apparently ade- 
quate when there was sufficient water in 
the reservoir, the commission reduced the 
annual payment from $1,725 to $950. 
Similar reasoning was followed in order- 
ing a rate reduction for domestic water 
service. Ward et al. v. Limestone Water 
& Sewer Co. (F. C. Nos. 1072, 1076, 
1081). 


e 


Rates for Current to Street Railway 


eh. mere showing of a decline in 
average cost is not necessarily suffi- 
cient to justify the conclusion that a re- 
duction to a single large consumer of a 
class is warranted, when the record is 
silent on the costs to serve that particular 
consumer and class and is incomplete re- 
specting other classes of service. Such 
was the opinion expressed by the Califor- 
nia commission in concluding that a rate 
for current supplied to a street railway 
—+ had not been proven unreason- 
able. 

_ The commission also declared that it 
is reasonable to accord reductions to those 
classes of consumers which have earned 


share of the cost burden in order that the 
utility may secure or hold business which 
it would otherwise lose. Consumption by 
other classes had increased in recent 
years, while consumption of current by 
the street railway company had de- 
creased. 

Competitive rates, in the opinion of 
the commission, cannot equitably be used 
as a measure to determine the proper level 
of a rate not affected by competition. 
Hence rates applicable to service for cer- 
tain industrial customers were not con- 
sidered a sufficient basis for a charge of 
discrimination. Moreover, the commis- 
sion held in connection with a claim that 
reductions by increased consumption or lower rates were in effect in the city of 
who in the past have carried an undue Los Angeles than in San Francisco for 
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railway current, that any presumption as 
to the reasonableness of the Los Angeles 
rate, entered into by agreement, did not 
imply that such a rate was likewise rea- 
sonable for the parties in San Francisco. 
The commission said that it did not ap- 
pear reasonable to use a rate, voluntarily 


entered into between two parties, to de- 
termine a just and reasonable rate to 
others unless there be shown a reasonable 
similarity in the conditions which led to 
the voluntary rate. Re Market Street 
Railway Co. et al. (Decision No. 29286, 
Application No. 20337, Case No. 4105). 


e 


Sale of Motor Carrier’s Assets to Foreign Parent 
Company Approved 


Te Pennsylvania commission au- 
thorized the Pennsylvania Grey- 
hound Lines, Incorporated, a Delaware 
corporation, to do business in Pennsyl- 
vania and approved the sale of the assets 
of Pennsylvania Greyhound Transit 
Company, a subsidiary, to the former 
corporation. The commission attached 
the condition, however, that an item for 
good will should be charged to surplus 
before the proposed transfer of assets 
and liabilities becomes effective. 

The applicants for authority showed 
that all the funds of the operating com- 
panies’ bank accounts, accounts receiv- 
able, and management were under the 
control of the parent corporation. The 
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purpose of the sale was to permit the 
parent corporation to furnish all inter- 
state transportation with its own facili- 
ties as well as such intrastate transporta- 
tion not prohibited by laws or policies 
of states in which its subsidiaries func- 
tion. A witness for the applicants said: 


It makes considerably more work, and if 
we can get permission to absorb these into 
the Delaware Company (vendee) it would 
simplify operations, accounting, and save 
expenses in the way of legal matters, save 
reports, save taxes on dividends from the 
subsidiaries to the holding company. 


Re Pennsylvania Greyhound Lines, Inc. 
et al. (Application Docket Nos. 34933, 
34934). 


Commission Rulings Not Subject to Review 
When No Order Entered 


FTER a controversy between two tele- 
phone companies relating to owner- 
ship of poles and equipment jointly used 
and the rights of the companies to operate 
in certain territory had come before the 
Maine commission, the commission ex- 
pressed its views concerning operating 
rights and held that it had no authority to 
determine questions of title to property. 
No order was entered by the commission, 
but the matter was reserved. Exceptions 
to findings of the commission were dis- 
missed by the supreme judicial court with 
the statement : 


The commission has made no order and 
the case is not properly before this court. 
Exceptions do not lie to what is nothing 
more than an expressed intention of the 
commission to do something in the future. 

The result is the same with respect to the 
exceptions to the admission and exclusion of 
evidence. Until an enforcible order is made, 
it is impossible to tell whether a party has 
been aggrieved. ; 

In any event, orderly procedure requires 
that, except under certain well recognized 
conditions not here present, cases shall not 
be brought before the law court piecemeal. 


Public Utilities Commission v. Saco 
River Telegraph & Telephone Co. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, will 
be published in full or abstracted in Public Utilities Reports, 
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SECURITIES AND EXCHANGE COMMISSION 


Re The Kansas Electric Power Company 


[File No. 43-17.] 


Security issues, § 50 — Grounds for disapproval — Underwriting spread or 
commission — Conflicting interests of trustee. 

Findings adverse to a declaration pursuant to § 7 of the Public Utility 
Holding Company Act of 1935 regarding the issue and sale of first mort- 
gage bonds were declined, notwithstanding inconclusive testimony as to 
the propriety of the underwriting spread or commission, and notwithstand- 
ing the selection of a trustee who was one of the principal holders of stock 
in a holding corporation of which the declarant was a subsidiary, where 
refusal to give an effective date to the declaration would unduly penalize 
a declarant whose interests seemed not to have received the most careful 
consideration from those who would normally be looked upon as its pro- 
tectors, and to require a renegotiation of the sale might well cost the 
investors who owned securities of the declarant much more than it would 
save them, it appearing that the proposed bonds were well secured as to 
assets and earnings and that their sale price would effect substantial interest 
savings for the declarant over a long period of time. 


Security issues, § 113 — Financing costs — Underwriting spread. 


Discussion by Securities and Exchange Commission relative to the propriety 
of an underwriting spread or commission upon the sale of a bond issue, 


p. 339. 


Security issues, § 112 — Financing — Competitive bids. 
Discussion by Securities and Exchange Commission relative to the failure 
on the part of public utility management to introduce any competitive ele- 
—_ of bidding for a bond issue arranged for by affiliated interests, p. 
39, 


Mortgages, § 1 — Selection of trustees — Institution having stockholding interest. 


Criticism by the Securities and Exchange Commission of the selection as 
trustee for bondholders of an institution having a stock interest in the 
issuing corporation, p. 340. 


(Heaty and Douctas, Commissioners, dissent.) 


[December 14, 1936.] 


} B peretag and amendment thereto pursuant to § 7 of 

the Public Utility Holding Company Act of 1935 regard- 

ing the issue and sale of first mortgage bonds; declaration as 
amended ordered to become effective. 
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By the Commission: The Kansas 
Electric Power Company has filed a 
declaration, and an amendment there- 
to, pursuant to § 7 of the Public Util- 
ity Holding Company Act of 1935, 
regarding the issue and sale by it of 
$5,000,000 principal amount of first 
mortgage bonds, Series A, 34 per 
cent, due December 1, 1966. 

A hearing on said declaration, as 
amended, was held after appropriate 
notice, and no person appeared in op- 
position thereto. After examination 
of the record in this matter, the Com- 
mission makes the following findings: 

The declarant is a public utility 
company organized under the laws of 
Kansas. All of its outstanding vot- 
ing securities are owned by The Mid- 
dle West Corporation, a registered 
holding company. 

The underwriters have agreed to 


pay 97} and interest for the bonds, 
which will then be offered to the pub- 


lic at 100 plus accrued interest. The 
declarant expects to realize proceeds 
of approximately $4,875,000, exclu- 
sive of accrued interest. These pro- 
ceeds are to be applied to the payment 
of expenses of approximately $41,- 
300 incurred by the declarant in the 
issue and sale of such bonds, and the 
balance of such proceeds, together 
with approximately $263,800 of its 
own funds will be applied by the de- 
clarant to the following purposes: 

(1) The payment at maturity on 
June 1, 1937, in lawful money of the 
United States, of $3,000,000 first 
mortgage gold bonds, 6% Series A, 
of the declarant, requiring, exclu- 
sive of interest 

2) The payment of all notes is- 
sued by the declarant pursuant to 
the declaration filed by it and order 
issued in File No. 43-15 and the 
reimbursement of the declarant’s 


treasury for moneys expended for 
the redemption, in lawful money of 
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$3,000,000 


the United States, on December 1, 
1936, at 1043 and accrued interest, 
of $1,000,000 first mortgage gold 
bonds, 5% Series of 1951, of the 
declarant, due June 1, 1951, requir- 
ing, exclusive of interest 

(3) The redemption, in lawful 
money of the United States, on or 
before February 1, 1937, at 105 and 
accrued interest, of $1,000,000 first 
mortgage bonds, 44% Series of 
1955, of the declarant, due August 
1, 1955, requiring exclusive of in- 
terest 


$1,050,000 

. Making a total, exclusive of 

interest, of 

Since the bonds are to be issued and 
sold solely for the purpose of refund- 
ing or discharging outstanding secu- 
rities of declarant or for the purpose 
of financing the business of declarant 
as a public utility company, the issue 
falls within the provisions of Clauses 
(A) and (B) of Par. 2 of § 7 (c). 

The State Corporation Commission 
of the state of Kansas under date of 
November 16, 1936, issued a certif- 
cate pursuant to § 65-125 of the Rev. 
Stats. of Kansas, 1923, certifying 
that the statements contained in de- 
clarant’s application before said Kan- 
sas Commission regarding said issue 
of bonds (‘“‘so far as they are required 
by law to be contained therein”) had 
been ascertained to be true. No state 
Commission or state Securities Com- 
mission having jurisdiction over the 
issue or sale of said 3} per cent bonds 
has informed this Commission that 
state laws applicable thereto have not 
been complied with. Accordingly, the 
provisions of § 7 (g) of the act are 
satisfied. 

Section 7 (d) of the act provides, 
in effect, that if the requirements of 
§ 7 (c) and § 7 (g) are satisfied, the 
Commission shall permit the declara- 
tion to become effective, unless the 
Commission finds that the security 
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with regard to which the declaration 
is filed is not reasonably adapted to 
the security structure of the declarant 
and other companies in the same hold- 
ing company system; that said secu- 
rity is not reasonably adapted to the 
earning power of the declarant; that 
the financing by the issue and sale of 
the particular security is not necessary 
or appropriate to the economical and 
efficient operation of the business of 
the declarant; that the fees, commis- 
sions, or other remuneration, to 
whomsoever paid, directly or indi- 
rectly, in connection with the issue, 
sale, or distribution of said security 
are not reasonable; or that the terms 
and conditions of the issue or sale of 
said security are detrimental to the 
public interest or the interest of in- 
vestors or Consumers. 


The Commission is satisfied that 


the circumstances of this case do not 
require any adverse findings under 
§ 7 (d), unless it be with respect to 
the underwriting spread or commis- 
sion, or with respect to the trustee 
who has been selected to represent the 
interest of the purchasers of those 
bonds. Upon completion of the re- 
funding operation, the total amount 
of bonds which the declarant will 
have outstanding will approximate 53 
per cent of its total capitalization, and 
bear a relationship to the book value 
of its net tangible property of about 61 
per cent. The declarant’s earnings for 
the twelve months ended September 
30, 1936, amounted to approximately 
$737,033. Those earnings were suffi- 
cient to cover former interest require- 
ments 2.68 times, and on the basis of 
the reduced interest requirements, re- 
sulting from the contemplated refi- 
nancing, such earnings would cover 
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interest requirements approximately 
4.21 times. 

In the hearing on this matter, tes- 
timony was introduced to justify the 
spread of 2} points between the price 
at which the bonds are to be offered 
to the public and the price which the 
declarant is to receive. The Commis- 
sion deems that the testimony as to 
the propriety of that spread is incon- 
clusive. 

The Commission has perhaps been 
most concerned by the testimony in- 
troduced at the hearing which failed 
to show any earnest and sustained ef- 
fort on the part of the management 
to introduce any competitive element 
of bidding for this issue. That tes- 
timony showed that the underwriting 
arrangements with respect to this is- 
sue were not handled by the officers 
of the declarant in the first instance 
but by the Middle West Service Com- 
pany, which is organized to furnish 
advice of such a character, as well as 
other services to the subsidiaries of 
The Middle West Corporation strict- 
ly on a basis of cost. The Middle 
West Service Company is a wholly 
owned subsidiary of The Middle 
West Corporation, all of whose di- 
rectors are also directors of the Serv- 
ice Company. The finance committee 
of the Service Company consists of 
four directors, two of whom are in 
effect representatives of the Bankers 
Trust Company of New York and the 
First National Bank of Chicago, 
which are the principal holders of 
stock of The Middle West Corpora- 
tion. None of such directors devote 
their time exclusively to the affairs of 
The Middle West Corporation and 
its subsidiary companies. 

So far as was disclosed at the hear- 
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ing in this case, the officers who are 
actively responsible for the manage- 
ment of the Middle West Service 
Company had little if anything to say 
as to who should be the underwriters 
of this particular issue or as to who 
should act as trustee to represent the 
interest of the holders of the new 
bonds, both having been selected by 
the finance committee. 

It is within the possibilities that the 
finance committee may have given 
careful consideration to the methods 
which would be most effective in se- 
curing for the declarant the best pos- 
sible price for the bonds at the low- 
est cost for distributing the issue. 
The testimony introduced at the hear- 
ing merely indicated that the manage- 
ment was told the names of the pur- 
chasers and was left to do what it 
could to work out a satisfactory ar- 
rangement with such predetermined 
buyers. 

It was shown that two of the seven 
underwriters of the present issue, A. 
G. Becker & Company and Field, 
Glore & Company, are, directly and 
indirectly, the owners of substantial 
blocks of stock of The Middle West 
Corporation. It was shown, how- 
ever, that these underwriters have 
only recently acquired that interest in 
The Middle West Corporation though 
their participation in underwritings 
for the subsidiaries of that company 
had antedated their acquisition of 
such stock. The Commission is im- 
pressed, however, with the fact that 
its counsel was unable at the hearing 
to elicit any satisfying explanation of 
the circumstances that have caused 
these two stockholders to play such an 
important part in the financing of sub- 
sidiary companies, and it is equally 
16 P.U.R.(N.S.) 


impressed with the apparent reluc- 
tance of the finance committee of the 
Middle West Service Company to in- 
ject an effective competitive element 
into the sales of such securities. The 
situation is open to the possible inter- 
pretation that these parties have been 
as much interested in exchanging 
favors as in protecting the interests 
of the declarant. If such is in fact 
the case, it would indeed indicate a 
callous disregard of the type of bar- 
gaining that should underlie every 
sound underwriting commitment and 
would more than justify resort to 
regulation of the manner in which 
such arrangements are to be effected. 

One other element in this situation 
has caused the Commission particu- 
lar concern. That is the fact that the 
finance committee of the Service 
Company acting for the declarant se- 
lected as trustee for the issue, the 
Bankers Trust Company of New 
York, which is the largest single 
stockholder of The Middle West Cor- 
poration. The vice president in 
charge of the corporate trust depart- 
ment of that company has testified 
to his opinion that it would be im- 
proper for his trust company to ac- 
cept such fiduciary obligations if its 
ownership of this stock were to be a 
permanent matter. It is explained that 
his company received this stock as a 
result of a reorganization of the 
predecessor of The Middle West Cor- 
poration, which was heavily indebted 
to his bank and that, under the laws 
applicable to its organization, it can 
only hold such stock for such period 
of time as the state commissioner of 
banking may deem reasonable for the 
bank to find an acceptable purchaser. 
He has expressed the view that such 
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a purchaser or purchasers will be 
found before the time will arise when 
the trustee will be called upon to ex- 
ercise any active functions for the 
protection of the holders of the bonds 
of this issue. 

It is the feeling of this Commission 
that a trustee under a corporate bond 
issue can and should exercise some of 
its most important functions long be- 
fore default occurs. Creditors do not 
ordinarily make loans on which they 
have a present expectation that the 
debtor will default. Security is taken 
to protect the creditor, not against ex- 
pected events, but against those which 
are not expected. A trustee who is 
chosen to represent the interests of 
those who are asked to purchase a new 
issue of bonds might well be expected 
to exercise an alert and active interest 
in the welfare of those bondholders 


from the earliest stages of the pro- 


ceedings. The greater part of the 
protection accorded to such bond- 
holders is prescribed by the terms of 
the instrument which sets forth the 
rights of the holders of the bonds in 
the event that default should occur. 
It is unlikely that a trustee will ever 
fnd a better opportunity to protect 
the interests of those security holders 
than at the time of the formulation of 
the trust instrument which is to fix 
the rights and the duties of the re- 
spective parties. 

As matters stand at the time when 
the trust indenture in the present case 
is about to be executed, the chosen 
trustee has a large and important, 
though indirect, interest in the com- 
mon stock of the declarant. It is very 
disturbing to the Commission that any 
financial institution having such an 
interest, even though one which has 
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been thrust upon it by adverse cir- 
cumstances, should be willing to ac- 
cept the responsibilities of acting as 
trustee for the holders of the bonds 
issued by such company. 

It is possible, of course, that the 
trustee who has been chosen in this 
instance, and the officers of its corpo- 
rate trust department, have enough 
character and pride in carrying out 
their fiduciary obligations that they 
have sunk, and will continue to sink, 
all questions of the individual interest 
of their company in their desire to be 
of service to the prospective purchas- 
ers of this issue. The Commission 
feels, however, that the principle that 
corporate trustees should have a sin- 
gle and undivided interest in the wel- 
fare of the bondholders is a sound 
one and it is with great reluctance 
that it has decided that the somewhat 
novel circumstances of this case make 
it advisable to give an effective date 
to this declaration without imposing 
a requirement for the substitution of 
a more satisfactory trustee. 

Underwriters naturally desire to 
defer the time for fixing the price at 
which they will offer a security until 
as near the offering date as possible. 
Because of that fact, it has become the 
practice in proceedings before the 
Commission to furnish information 
as to the price at which the issue is to 
be offered and the underwriter’s 
spread by amendments to registration 
statements and declarations filed only 
a few days before the date on which 
the public offering is to be made. In- 
formation with respect to the present 
underwriting was not filed with the 
Commission until late on Thursday, 
December 10th. The name of the 
trustee appeared in the application as 
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originally filed. The information re- 
garding the spread and the trustee 
was first brought to the attention of 
the Commissioners on Friday, Decem- 
ber 11th. The declarant was prompt- 
ly notified that it would be required 
to produce testimony on the above 
matters but the full facts were not 
developed until the hearing on Decem- 
ber 14th. 

By this time, the declarant had com- 
pleted most of its work in connection 
with its proposed refunding and it, 
and its underwriters, were prepared 
to offer the bonds for sale on Decem- 
ber 15th. The Commission was 


therefore confronted with the ques- 
tion as to whether the considerations 
discussed above were or were not suf- 
ficient to justify it in making adverse 
findings with respect to the underwrit- 
ing spread in this case or with respect 


to the conflicting interests of the pro- 
posed trustee under the indenture. 
The Commission is unanimous in 
its feeling that the record fails to dis- 
close that the finance committee of the 
Middle West Service Company which 
represents the declarant in this trans- 
action has exercised the desired de- 
gree of diligence with respect to com- 
petitive bidding for issues brought out 
by the subsidiaries of The Middle 
West Corporation or in searching for 
a trustee that is free from financial 
interests that might conflict with those 
of the bondholders it has been chosen 
to protect. However, a majority 
of the Commission (Commissioners 
Landis, Mathews, and Ross) are of 
the opinion that refusal to give an 
effective date to the declaration in this 
case would unduly penalize a declar- 
ant whose interests in the respects al- 
ready discussed, seem not to have re- 
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ceived the most careful consideration 
from those who would normally be 
looked upon as its protectors. 
Despite the method, or lack of 
method, that has been followed in 
completing the arrangements for un- 
derwriting this issue, the proposed 
bonds are obviously well secured as to 
assets and earnings and their sale at 
a price of 974 will effect substantial 
interest savings for the declarant over 
a long period of time. The call for 
one of the issues to be refunded 
should be sent out on or before Janu- 
ary Ist if these bonds are to be re. 
funded on February Ist, the next in- 
terest payment date. Another of 
those issues, $3,000,000 principal 
amount, falls due in June of 1937. 
Under such circumstances, time is 
clearly a matter of grave concern to 
the declarant. That company has al- 
ready incurred the major expenses in- 
cident to this operation. To require 
a renegotiation of the sale at this late 
date might well cost the investors who 
own securities of the declarant much 
more than it would save them. 
Under all the circumstances of this 
case, the majority of the Commission 
has felt that it can with propriety de- 
cline to make adverse findings in any 
of the respects set forth in § 7 (d). 
The Bankers Trust Company of 
New York has advised the Commis- 
sion that while they felt there was no 
impropriety in their having accepted 
this trusteeship, upon learning of its 
unanimous contrary opinion, they 
have decided to resign from this as 
well as from other trusteeships which 
they hold in connection with security 
issues of subsidiary companies of The 
Middle West Corporation, and which 
were accepted in the period during 
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which they have been a large stock- 
holder in The Middle West Corpora- 
tion. They propose to so resign as 
soon aS arrangements can be made for 
successor trustees. 

In order to foreclose the possibili- 
ties that future declarants may find 
themselves in similar situations, the 
Commission has decided that, except 
in the case of issues that are sold by 
public competitive bidding, it will 
hereafter insist that declarants shall 
advise it of the underwriting spread 
at least seven days prior to the earliest 
date upon which they desire a declara- 
tion to become effective, and that at 
such time the declarant shall also ad- 
vise it of any known conflicting in- 
terest of underwriters or trustees un- 
der mortgage indentures. 

An order will issue making the 
atoresaid declaration, as amended, ef- 
fective as of December 14, 19306. 
The Commission finds that, in order 
to assure compliance with the condi- 
tions specified in § 7, the order shall 
contain a condition that the issue and 
sale of the bonds covered by said dec- 
laration and amendment thereto shall 
be effected in substantial compliance 
with the terms and conditions set 
forth in, and for the purposes repre- 
sented by said declaration, as amend- 
ed. The order will also provide that, 
within ten days after any issue or sale 
of any of said bonds, the declarant 
shall file with this Commission a cer- 
tificate of notification, showing that 
such issue or sale has been effected in 
accordance with the condition imposed 
by such order. 


Heaty, Commissioner, dissenting: 


T'cannot join in the approval of this 
issue, 
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The Middle West Corporation con- 
trols the applicant. The Middle West 
Corporation is itself controlled 
through its common stock. The larg- 
est holders of that stock are a group 
of banks (the largest single stock- 
holder being the Bankers Trust Co., 
of New York, trustee under the in- 
denture securing this issue), A. G. 
Becker & Company, the manager of 
the underwriting syndicate, and Chi- 
cago Corporation, which is closely re- 
lated to Field, Glore & Company, an- 
other of the underwriters. As the 
majority point out, the selection of the 
underwriters and of the trustee was 
not made by the officers of the declar- 
ant, not even by the Middle West 
Service Company, a subsidiary of The 
Middle West Corporation organized 
to furnish advice and service at cost 
to subsidiaries of The Middle West 
Corporation, but by the finance com- 
mittee of the Service Company. This 
finance committee consists of four di- 
rectors, two of whom are in effect 
representatives of two of the large 
banks owning The Middle West Cor- 
poration. In the face of these circum- 
stances it became pertinent to inquire 
how the 24 points spread to the under- 
writers could be justified bearing in 
mind not only the relationship be- 
tween the leading underwriters and 
the corporation controlling the de- 
clarant, but also the fact that these 
bonds are 61 per cent of the net book 
value of its tangible property account, 
that the indications are that the net 
earnings of the declarant available for 
interest on these bonds will be 4.21 
times the interest requirements, that 
the declarant has maintained divi- 
dends on its preferred stock without 
interruption and on the common stock 
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except in 1934, and that comparable 
issues have been sold lately with 
smaller spreads. The majority says 
that ‘the testimony as to the propriety 
of that spread is inconclusive,” that 
the testimony “failed to show any 
earnest and sustained effort on the 
part of the management to introduce 
any competitive element of bidding 
for this issue.” The majority refers 
“to the reluctance of the finance com- 
mittee of the Service Company to in- 
ject an effective competitive element 
into the sales of such securities’ and 
to the possible interpretation “that 
these parties have been as much inter- 
ested in exchanging favors as in pro- 
tecting the interests of the declarant,” 
and to the fact that Commission coun- 
sel was unable to elicit any satisfying 
explanation of the circumstances that 
have caused Becker & Company and 


Field, Glore & Company to play such 
an important part in the financing of 


subsidiary companies. The justifica- 
tion of the spread has not been estab- 
lished to the satisfaction of a minority 
of the Commission. The expressions 
quoted above point plainly to the con- 
clusion that it has not been established 
to the satisfaction of the majority, yet 
the majority approve the issue, be- 
cause of the situation in which the 
declarant finds itself in respect of its 
outstanding obligations and expenses 
incurred in connection with this issue. 

But more important perhaps than 
the bankers’ spread and closely related 
to it is the fact that the trustee under 
the indenture who is supposed to pro- 
tect the buyers of these bonds, even 
while the indenture is being drafted, 
owns nearly 18 per cent of the voting 
stock of The Middle West Corpora- 
tion and is the largest single stock- 
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holder therein. The Middle West Cor- 
poration in turn owns all the common 
stock of declarant, so that the trus- 
tee, the Bankers Trust Company of 
New York, is in substance on both 
sides of this deal, representing con- 
flicting interests of both mortgagor 
and mortgagees. The trustee was not 
selected by the declarant, but by the 
Service Company, or by the bankers, 
to be exact. The gross impropriety 
of this situation is apparent and is 
recognized by the majority, who refer 
to the trustee’s willingness to serve as 
“very disturbing.” Despite this the 
majority approves the issue, presum- 
ably in the hope that the trustee will 
divest itself of its present conflicting 
interest or resign. I do not believe 
that such a hope, even if realized, jus- 
tified approval. A belated change in 
the trustee will not alter other terms 
of the indenture. The opportunity 
for independent negotiation with an 
eye single to the interests of the bond- 
holders has passed. The case should 
be decided as it is when presented.’ 
But here again the majority bases its 
action largely on the situation in 
which the declarant finds itself as 
to outstanding obligations and ex- 
penses. 

These considerations, if they stand 
up under analysis, should not out 
weigh important matters of principle. 
In addition, the chief beneficiary of 
the interest saving to be effected by 
this refunding is the common stock of 
the declarant, which is owned by the 
holding company, which is principal- 
ly responsible for what has transpired 
herein. The predicament of the de- 

1The case was decided December lth. 
The decision of the trustee to resign was not 


made known to the Commission until De 
cember 17th. 
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RE THE KANSAS ELECTRIC POWER CO. 


carant is its own fault or the fault of 
those controlling it. 

The details as to the spread were 
not filed with the Commission until 
late in the afternoon of December 
10th, although the identity of the trus- 
tee appeared in the original declara- 
tion filed sometime previously. The 
matters were not brought to the at- 
tention of the Commissioners them- 
selves until December 11th, where- 
upon prompt notice of the questions 
as to them was given the declarant. 
In addition to that in our report to 
Congress dated June 18, 1936, and en- 
titled “Trustees under Debentures,” 
we gave public notice of our views 
concerning the appointment of trus- 
tees with such material conflict of in- 
terests. 

This deal has the familiar reek that 
so often attended those deals involv- 
ing operating companies, holding 
companies, and investment bankers 
in earlier days. While the majority 
opinion holds out the definite prom- 
ise of putting an end to them in the 
future, it seem to me that the more 
effective course, having met this one, 
is to stop it. 


Commissioner Douglas joins in this 
dissent. 
ORDER 
The Kansas Electric Power Com- 


pany, a subsidiary company of The 
Middle West Corporation, a regis- 
tered holding company, having duly 
filed with this Commission a declara- 
tion, and an amendment thereto, pur- 
suant to § 7 of the Public Utility 
Holding Company Act of 1935, re- 
garding the issue and sale by it of 
$5,000,000 principal amount of first 
mortgage bonds, Series A, 33 per cent, 
due December 1, 1966; a hearing on 
said declaration, as amended, having 
been duly held after the appropriate 
notice; the record in this matter hav- 
ing been examined; and the Commis- 
sion having made and filed its finding 
herein: 

It is ordered that said declaration, 
as amended, be and become effective 
on December 14, 1936, on condition 
that the issue and sale of such bonds 
be effected in substantial compliance 
with all the terms and conditions 
of, and for the purposes represent- 
ed by, said declaration, as amended; 
and 

It is further ordered that, within 
ten days after the issue or sale of any 
of said bonds, the declarant shall file 
with this Commission a certificate of 
notification, showing that such issue 
or sale has been effected in accordance 
with the condition imposed by this 
order. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Re The United Gas Improvement 
Company 


[Securities Dockets Nos. 191-196.] 
Intercorporate relations, § 18.2 — Guaranty of obligation. 
A corporation having charter authority to guarantee payment of bonds 
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and assumes obligations of other corporations, not now exercising its public 
service powers but directly or indirectly owning securities of public service 
companies, may properly be authorized to guarantee the principal and 
interest of bonds of other corporations when a wholly owned subsidiary 
is presently obligated as such guarantor and such subsidiary is to be 


dissolved. 


[December 7, 1936.] 


FS atoniaiaege for approval of guaranty of principal and 
interest of certain bonds; granted. 


By the Commission: The petition- 
er herein, The United Gas Improve- 
ment Company, is a Pennsylvania 
corporation. The basic charter, is- 
sued December 31, 1870 (1872 P. L. 
1247) to Union Contract Company 
(now The United Gas Improvement 
Company) authorized it, among other 
things, to build, construct, maintain 
or manage any public or private work, 
and to guarantee payment of bonds 
and assume obligations of other cor- 
porations. The first of these powers, 
it should be noted, is_ sufficiently 
broad to bring petitioner within the 
legal definition of a public service 
company, wherefore it has filed these 
applications. On the other hand, pe- 
titioner is not now exercising its pub- 
lic service powers, in that it renders 
no service to the public and, in fact, 
owns no fixed capital with which to 
do so. Petitioner’s present business 
is, in large part, confined to the direct 
or indirect ownership of stocks and 
other securities of public service com- 
panies operating in this and other 
states. Thus, at August 31, 1936, 
petitioner’s total assets were $346,- 
955, 206, of which $336,703,136 rep- 
resented permanent and temporary in- 
vestments in other corporations. 

Among the corporations controlled 
by petitioner through stock ownership 
is The American Gas Company, a 


New Jersey corporation, whose busi- 
ness is also confined to the ownership 
of stocks of other companies. This 
company is now guarantor of pay- 
ment of principal and interest of the 
following securities issued by public 
service companies : 


Name of Security Amount 


Burlington Gas Light Company 
5% first mortgage gold bonds, 
due 1-1-55 

St. Clair County Gas and Electric 
Company 5% first consolidated 
mortgage gold bonds, due 3—-1-59 

Waukesha Gas and Electric Com- 
pany 5% first mortgage gold 
bonds, due 1-1-59 

Luzerne County Gas & Electric 
Company 20-year 7% sinking- 
fund gold bonds, due 4-1-42 ... 

Luzerne County Gas & Electric 
Corporation first and refunding 
mortgage gold bonds, 6% series, 
due 9-1-54 

Luzerne County Gas & Electric 
Company 20-year 7% sinking- 
a gold bonds, due 


$1,250,000 
1,233,000 
500,000 


210,500 
4,493,500 


2,677,000 
$10,364,000 


Petitioner now proposes to dissolve 
The American Gas Company and 
thereby become the direct owner of 
the investments now held by that com- 


pany. It also proposes to substitute 
itself for The American Gas Com- 
pany as guarantor of the foregoing 
securities, and asks for our approval 
of that transaction to meet the legal 
requirements of New Jersey. 

Aside from the fact that the ques- 
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tion of our jurisdiction in the prem- 
ises is a Close one, we might add that 
none of the policies thus far estab- 
lished by us for the regulation of secu- 
rity issues is applicable in this case. 
We have pointed out the necessity of 
conserving the credit of public serv- 
ice companies, in order that the fi- 
nancing of property used in render- 
ing service may be facilitated, and to 
that end we have refused to permit 
operating companies to lend their 
credit to projects not in reasonably 
close relationship to their own busi- 
ness. We have also refused to permit 
a guaranty of one company’s securi- 
ties by another, upon a failure to show 
that such guaranty was necessary for 
the establishment or maintenance of 
the credit of the issuer. But neither 
of these problems now confront us. 
The petitioner, as owner of all of 
the stock of The American Gas Com- 


pany, is already indirectly liable be- 
cause any loss to that company is peti- 
tioner’s loss, just as any profits made 
by that company ultimately become 


the profits of petitioner. In conse- 
quence, the real effect of the transac- 
tion is to change a contingent liability 
from an indirect to a direct one. 

If our approval were here sought 
for the issuance of bonds calling for 
such high rates of interest, we would 
be inclined to withhold it in the ab- 
sence of a showing of special circum- 
stances. It is not, however, and we 


are asked merely to allow the substi- 
tution of one guarantor for another, 
in order to permit the elimination of 
an intermediate holding company, 
which is in line with the announced 
policy of this Commission to foster 
simplification of corporate structures. 

Upon consideration of these appli- 
cations, the amount and character of 
securities involved therein, and other 
relevant matters, the Commission 
finds and determines that the proposed 
guaranty of said securities is author- 
ized by law, and reasonably necessary 
for the conduct of petitioner’s busi- 
ness, and that approval of said appli- 
cations is necessary or proper for the 
service, accommodation, or conven- 
ience of the public. 

Such approval, however, is limited 
to the power so to do conferred upon 
this Commission by the laws of the 
commonwealth of Pennsylvania, and 
shall not be construed to relieve peti- 
tioner from the necessity of securing 
the consent of any other state or Fed- 
eral regulatory body having jurisdic- 
tion in the premises; therefore, 

Now, to wit, December 7, 1936, it 
is ordered: That the guaranty by The 
United Gas Improvement Company 
of payment of principal and interest 
of securities of other companies, as 
set forth in these applications, be and 
is hereby approved, and that certifi- 
cates of public convenience issue in 
evidence thereof. 
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Frank W. King et al. 


Pacific Telephone & Telegraph Company 


(U-F-709, P.U.C. Or. Order No. 3755.) 


Service, § 441 — Telephones — Subscribers’ attachments. 
1. To permit telephone subscribers to attach their own equipment to a 
telephone company’s lines would result in injury and impairment in the 
telephone service and would be contrary to public interest, p. 350. 


Service, § 139 — Duty to serve — Attachment to private system — Telephones. 
2. A telephone company is not under any obligation to connect its facilities 
to any private utility system, p. 352. 


Service, § 302 — Telephones — Choice of instrumentalities. 


3. A telephone utility has the right to choose the instrumentalities necessary 
to render adequate service as required by statute, p. 352. 


Service, § 302 — Telephones — Attachments — Rules. 

4. Rules and regulations of a telephone company providing that the com- 
pany shall own, furnish, and maintain all facilities; that instrumentalities 
and equipment shall be connected, moved, changed, or altered only by 
authorized employees of the company; and that no apparatus or appliance 
not provided or authorized by the company shall be attached, are reasonable 
and necessary to enable the telephone company to provide adequate and 
safe service, p. 352. 

§ 556 — Telephones — Extension stations — Relation to instrument costs. 
5. Unreasonableness of telephone company charges for extension stations 
is not shown by evidence of instrument and wiring costs, since the company 
does not rent its equipment but furnishes a service whereby oral com- 
munication can be had between parties by means of certain instrumentalities 
owned, maintained, and operated by the company, and no important rela- 
tionship appears between the cost of instrumentalities on the subscribers’ 
premises and the rates for service rendered over the instrumentalities, p. 
354. 


§ 556 — Telephones — Customer attachments — Extensions — Confisca- 
tion. 

6. A telephone company, if required to furnish telephone service to exten- 

sion telephone stations installed by subscribers without making any addi- 

tional charge therefor, would receive no compensation for the additional 

plant investment required to handle the increased traffic, and would be 

deprived of its property without due process of law, p. 354. 


Rates, § 536 — Telephones — Cost of particular service. 
Statement that the required revenue of a telephone company is spread 
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equitably among the various classes of service, givin 


consideration to 


usage and value to the subscriber, with the objective of encouraging tele- 
phone development, and that the rate for a particular service is not designed 
primarily on the basis of the cost of rendering that particular service, p. 


355. 


[October 14, 1936.] 


Cea against rule forbidding attachment of subscribers’ 
instruments to telephone facilities and against charges on 
extension sets; complaint dismissed. 


McCottocu, Commissioner: The 
petition of Frank W. King, Ernest M. 
Hupp, and S. Dolan, all of Portland, 
in the above-entitled matter alleges 
that the Pacific Telephone and Tele- 
graph Company, a public utility, is the 
owner of several thousand so-called 
auxiliary sets which it refuses to sell 
to its subscribers at any reasonable 
price; that said company refuses to 
furnish telephone service to any of its 
subscribers who obtain and connect 
such auxiliary telephones to their 
trunk lines for their personal con- 
venience; and that the company re- 
quires the payment of an exorbitant 
fee or rental for the auxiliary tele- 
phones which it furnishes. It is fur- 
ther alleged that the connection of an 
auxiliary plug-in telephone set to a 
trunk or main line does not in any 
manner necessitate the installation of 
any more equipment or the hiring of 
more employees or cause the company 
to do anything or expend any more 
money than it would otherwise do or 
expend; and in refusing to sell the 
telephone receiving sets and in merely 
renting them at a fixed amount, the 
company is permitted to include said 
instrumentalities in its capital assets, 
thereby increasing the profit of the 
operation. 

The acts as recited are declared in 
the petition to be arbitrary, discrimin- 


atory, and an unnecessary burden up- 
on the subscribers who wish the con- 
venience of auxiliary plug-in tele- 
phone sets; and the petitioners there- 
fore pray that an order be entered 
compelling the company to permit its 
subscribers to buy auxiliary telephone 
sets from it at a reasonable price or 
to purchase such sets from whomso- 
ever they please, and to permit said 
subscribers to have competent tele- 
phone mechanics connect the sets to 
their trunk lines, and to prohibit the 
company from charging any rental or 
other charge therefor. 

In its answer the defendant tele- 
phone company admits that it declines 
to sell telephone sets to its patrons; 
that it refuses to furnish telephone 
service to subscribers except by means 
of plant, property, and instrumental- 
ities owned by it, and admits that said 
plant, property, and equipment are 
part of its capital assets, and except 
as to its corporate identity, owner- 
ship, and operation of certain prop- 
erty, and status as a public utility, de- 
nies the other allegations in the peti- 
tion. 

The company then alleges that its 
rules and regulations duly established 
by law provide that no apparatus or 
appliance not provided or authorized 
by it shall be allowed or used in con- 
nection with the telephone equipment 
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and facilities provided by it; and that 
any order requiring it to permit its 
subscribers to buy telephone sets from 
it or to permit said subscribers to con- 
nect telephone sets purchased from 
others with trunk lines of the defend- 
ant, and prohibiting the defendant 
from charging for telephone service 
rendered in part by means of tele- 
phone sets provided by it, would op- 
erate to deprive the defendant of its 
property without due process of law, 
interfere with the jurisdiction and 
regulatory control of the Public Util- 
ities Commissioner over telephone 
service, and would deprive the defend- 
ant of the equal protection of the law. 
Certain other allegations relating to 
defendant’s service are set forth. De- 
fendant therefore asks for the denial 
and dismissal of the petition. 

The matter came on for hearing 
pursuant to notice on Tuesday, Feb- 
ruary 11, 1936, beginning at 10 
o'clock A.M. in room 401, Multnomah 
county courthouse, Portland, Oregon, 
before John J. Hanlon, examiner. 
Appearances were entered as follows: 
Ralph E. Moody, Salem, Assistant 
Attorney General, for the Public Util- 
ities Commissioner of Oregon; Ar- 
thur E. Prag, Portland, Attorney at 
Law, for petitioners; Frank W. King, 
Portland, as attorney and petitioner ; 
Carey, Hart, Spencer & McCulloch 
and David L. Davies, Portland, At- 
torneys, for the Pacific Telephone 
and Telegraph Company. 

Examiner Hanlon has proposed the 
following findings: 

The record herein contains con- 
siderable detailed evidence with re- 
spect to the fundamentals of telephone 
operation, a consideration of which 
is preliminary and necessary to the de- 
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termination of the effect upon service 
of the proposed connection by sub- 
scribers of auxiliary equipment (tele- 
phone instruments, wire, and other 
facilities) to the company’s plant and 
facilities. 

[1] Good telephone service requires 
not only that a party may be connect- 
ed speedily and surely with another 
party, but also that when connection 
has been established a satisfactory 
conversation may be carried on. It 
is necessary therefore that the elec- 
trical energy transmitted from one 
subscriber’s station to another be of 
such an amount and quality as will 
result in reproducing speech audibly 
and clearly. The principal parts of 
the subscriber’s station equipment 
which affect transmission perform- 
ance are the transmitter, receiver, in- 
duction coil, and condenser. 

It is important that the delicate and 
complex currents which are generated 
when a subscriber speaks into the 
transmitter reach the designated re- 
ceiver with the minimum distortion 
and in the correct magnitude to faith- 
fully reproduce the originating 
sounds. To effect this very precise 
transmission it is necessary that the 
receiver, transmitter, condenser, in- 
duction coil, trunk circuit, and sub- 
scriber line have and be maintained at 
a predetermined degree of efficiency. 

A large number of different types 
of telephone instruments are manu- 
factured and sold—some are designed 
for purely intercommunicating sys- 
tems and other for general systems. 
Impairment of service would surely 
result if subscribers, technically unin- 
formed, would attach telephone sets of 
unsuitable characteristics to the com- 
pany’s trunk lines. 
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In the city of Portland four dif- 
ferent types of transmitters are in 
common use: two for desk sets and 
wall sets, and two for hand sets which 
vary in efficiency. One of the more 
efficient type cannot be used on short 
subscribers’ lines without injury to the 
transmitter. Under the present prac- 
tice the company has zones designat- 
ing the various types of subscribers’ 
apparatus to be installed on private 
branch exchanges, main stations, and 
extension stations. 

From the standpoint of establish- 
ing a call in a dial system the most 
essential piece of equipment at the 
subscriber’s station is the dial. When- 
ever the dial is moved or a number 
is dialed, certain electrical impulses 
are sent over the line corresponding 
to the particular number dialed. The 
standard dial transmits impulses at the 
rate of nine and one half to ten and 
one half per second. Certain appara- 
tus consisting of relays and switches 
are provided in the central office to 
pick up and utilize the impulses sent 
out by the dialing of each letter and 
each digit. 

It is essential for the proper op- 
eration of all these relays and switches 
that the dial be adjusted so that its 
speed is held within close limits. If 
the speed of the dial is greater or less 
than the standard speed, the relays 
will not receive the impulses at the 
definite speed, the call may be mutilat- 
ed, and the calling party will get a 
wrong number or the dial may fail 
completely and the call will not be 
completed. 

The telephone signal or ringer is 
another important part of the facilities 
for rendering service. The telephone 
signal is a polarized ringer designed 
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to operate on an alternating current 
of approximately twenty cycles. The 
current sent out from the central of- 
fice is limited by introducing resist- 
ance in the circuit and consequently 
the number of bells must be limited 
and of the proper type in order that 
each receive sufficient current to op- 
erate properly. 

The largest part of ringing is done 
by machine ringing whereby the out- 
put of the ringing generator is taken 
through a slow-moving interrupter 
which times the intervals during 
which the ringing current is applied 
to the called line. The removal of 
the ringing current is controlled by 
the marginal relay which is inopera- 
tive while carrying the current neces- 
sary to ring the bells connected to the 
lines, but operates immediately and 
stops the ringing when electric current 
is increased by the removal of a re- 
ceiver at any station on the line. The 
marginal relay will trip and cut off 
the ringing current if the subscriber’s 
extension bells are not properly con- 
nected to the line, or where the con- 
densers in series with the bells are of 
greater than a specified capacity— 
causing premature stopping of ring- 
ing. 

Proper installation of telephone 
equipment is essential to the furnish- 
ing of adequate and safe service. A 
slight mistake in connecting wires to 
a subscriber’s station protector, which 
is a convenient place to connect an ex- 
tension station, might subject a tele- 
phone user to a life hazard in case of 
accidents involving power and tele- 
phone wires. 

The company has standard instruc- 
tions and practices governing the in- 
stallation of line and _ signaling 
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apparatus, extension stations, and ex- 
tension bell connections at the sub- 
scribers’ stations, the allowable con- 
denser capacity, and the zoning of 
subscribers’ apparatus. A test is made 
from the central office of each tele- 
phone installation, and a system of 
supervision over installations is main- 
tained. 

Proper maintenance is obviously 
necessary for the continued correct 
functioning of the equipment. Trans- 
mitters lose efficiency through aging 
or packing of carbon granules and 
may be rendered practically useless by 
physical damage through dropping or 
being struck by heavy objects. The 
mouthpiece used on desk telephones 
and wall telephones is frequently 
broken. Receiver cords are liable to 


breakage if the receiver is dropped, 
and cords wear out through normal 
use and disintegrate rapidly if allowed 


to get wet. Dials become defective 
through continuous use. Telephone 
bells become inefficient from a number 
of causes, such as reduction of 
strength in the permanent magnets, 
wear on the pivot screws, and lost ten- 
sion on the blasing spring. The wir- 
ing is subject to damage from 
numerous causes of which reduction 
in insulation is a frequent source of 
trouble. 

Under present practices regular 
maintenance men, trained in much the 
same manner as the installation forces, 
are employed to locate and clear all 
cases of trouble. In addition repair 
service bureaus located in the central 
exchange maintain a complete record 
of the equipment at the subscribers’ 
premises as well as a complete history 
of all troubles reported and corrective 
measures used. 
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It could not be reasonably expected 
that maintenance service such as js 
provided by the telephone company 
would be available in connection with 
telephone equipment belonging to the 
subscribers. 

It appears plain from a considera- 
tion of the foregoing that unless one 
organization has the entire control 
and ownership of all the facilities 
necessary to the rendering of the sery- 
ice that general impairment, and in 
many instances, general breakdown of 
service would result. Manifestly, if 
thousands of subscribers were to con- 
nect equipment of many makes and 
with varying characteristics to the 
company’s trunk lines, or had various 
mechanics attach such equipment, the 
coordinated plant essential to good 
telephone service could not be main- 
tained. 

I conclude therefore that the prac- 
tices proposed herein by the petitioners 
of permitting subscribers to attach 
their own equipment to the company’s 
lines would result in injury and im- 
pairment to the telephone service and 
would be contrary to public interest. 
The demoralizing effect upon service 
of the connection by subscribers of 
indiscriminate equipment, aside from 
any other considerations, would in my 
opinion be sufficient justification for 
the denial of the petition herein. 

[2-4] Rule and Regulation No. 20 
entitled “Ownership and Use of In- 
strumentalities on Subscribers’ Prem- 
ises” contained in the tariff of the 
company on file with the Public Util- 
ities Commissioner of Oregon pro- 
vides : 

“The company shall own, furnish. 
and maintain all facilities, including 
instrumentalities, inside wiring, pro- 
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tective apparatus and other equipment, 
necessary to provide telephone service, 
except as may be otherwise specified 
in rate schedules. All facilities pro- 
vided shall conform to the established 
construction standards of the com- 
pany. 

“All instrumentalities and equip- 
ment furnished by the company in 
connection with a subscriber’s service 
shall be carefully used and only duly 
authorized employees of the company 
shall be allowed to connect, disconnect, 
move, change, or alter in any manner 
any or all such instrumentalities and 
equipment. 

“No apparatus nor appliance not 
provided or authorized by the com- 
pany, shall be attached to or used in 
connection with the telephone equip- 
ment and facilities provided by the 


company. 
“The subscriber shall be held re- 


sponsible for loss of or damage to any 
equipment or apparatus furnished by 
the company, unless such loss or dam- 
age is due to causes beyond his con- 
trol.” 

With respect to the rule adopted by 
the telephone company providing that 
“The telephone equipment, apparatus, 
and lines furnished shall be carefully 
used and no apparatus or appliance 
not furnished by the company shall be 
attached to, or used in connection 
therewith” the New Jersey Board of 
Utility Commissioners in Quick Ac- 
tion Collection Co. v. New York 
Teleph. Co. P.U.R.1920D, 137, 143, 
said : 

“The reasonableness of the rule at- 
tacked has been frequently before the 
courts and Commissions of different 
states, and it has been uniformly held 
reasonable. It is a well-settled rule 


[23] 353 


of law that every public utility has the 
right to make and enforce reasonable 
rules and regulations with which its 
patrons may be required to conform.” 

It has been held that a telephone 
utility can prevent a subscriber from 
attaching his own wires to the tele- 
phone instrument for an extension in 
some other part of the building. See 
Wyman on Public Service Corpora- 
tions, Vol. 1, § 625. 

Nor is the telephone company un- 
der any obligation to connect its fa- 
cilities to any private utility system. 
The Public Service Commission of 
Oregon in First National Bank of 
Albany v. Pacific Teleph. & Teleg. Co. 
(1913) held that the company was not 
required to connect its system to the 
intercommunicating telephone system 
of the bank since the bank was not a 
public utility. 

A telephone company was not re- 
quired to furnish exchange service to 
an intercommunicating telephone sys- 
tem owned and operated by a munici- 
pality when the Commission felt that 
divided ownership of telephone equip- 
ment and responsibility for its main- 
tenance would not be compatible with 
efficient service. Los Angeles v. 
Southern California Teleph. Co. (Cal. 
1933) 2 P.U.R.(N.S.) 247, 249. 

The Commission said in the above- 
cited case: 

“We are firmly of the opinion that 
such a retrogressive step in telephone 
utility regulation should not be taken. 
The Commission has frequently ex- 
pressed the opinion that a divided 
ownership of telephone equipment and 
responsibility for its maintenance is 
not compatible with efficient telephone 
service. It has frequently been de- 
clared that a telephone utility must 
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own and maintain all facilities re- 
quired for the transmission of mes- 
sages from one subscriber to another. 
Almost without exception a similar 
view has been expressed by the regu- 
latory Commissions of other states.” 

The Massachusetts supreme judicial 
court in New England Teleph. & 
Teleg. Co. v. Department of Public 
Utilities, 262 Mass. 137, P.U.R. 
1928B, 396, 405, 159 N. E. 743, 56 
A.L.R. 784, said: 

“The determination whether certain 
wires are suitable and are properly 
installed is a detail of management in 
the administration of the business of 
the telephone company. To substitute 
the judgment of others for that of the 
telephone company in that matter is 
an interference with the right of man- 
agement which goes beyond the rea- 
sonable limits of public control.” 

Section 61-207, Oregon Code 1930, 
makes it the duty of the telephone util- 
ity to furnish adequate safe service. 
With this duty placed upon the utility 
by statute it is necessary that it have 
the right to make and enforce such 
reasonable rules and regulations as 
will enable it to provide such adequate 
and safe service. 

Moreover the utility has the right 
to choose the instrumentalities neces- 
sary to render adequate service as re- 
quired by statute. See People ex rel. 
Cairo Teleph. Co. v. Western U. 
Teleg. Co. (1897) 166 Ill. 15, 46 N. 
E. 731, 36 L.R.A. 637; Atchison, T. 
& S. F. R. Co. v. Denver & N. O. R. 
Co. (1884) 110 U. S. 667, 28 L. ed. 
291, 4S. Ct. 185; Home Teleph. Co. 
v. Granby & N. Teleph. Co. (1910) 
147 Mo. App. 216, 126 S. W. 773; 
Re Pacific Teleph. & Teleg. Co. (Or.) 
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P.U.R.1922C, 248. If private owner- 
ship of any part of the instrumental- 
ities of service were permitted, the 
company would certainly to that ex- 
tent lose control over the instrumen- 
talities of service. Likewise the Pub- 
lic Utilities Commissioner would lose 
regulatory control and jurisdiction 
over that portion of the telephone 
service carried over the privately 
owned facilities. 

Upon consideration the Commis- 
sioner finds that Rule and Regulation 
No. 20 is reasonable and necessary to 
enable the defendant to provide ade- 
quate and safe service. 

[5, 6] Petitioners allege that the 
company compels its subscribers to 
pay an exorbitant fee or rental, to 
wit, a yearly rental in excess of the 
value of the instrument, and at the 
hearing introduced evidence to the ef- 
fect that the company derives an an- 
nual revenue of $15 from a hand-set 
dial extension station, and an annual 
revenue of $12 for a like residence 
extension station, whereas the instru- 
ment cost is $13.89 and the estimated 
cost of wiring, $1.50. This conten- 
tion proceeds on the erroneous theory 
that the company is renting its equip- 
ment rather than furnishing a service 
whereby oral communication can be 
had between parties by means of cer- 
tain instrumentalities owned, main- 
tained, and operated by the company. 

In the opinion of the Commissioner 
no important relationship appears be- 
tween the cost of instrumentalities on 
the subscribers’ premises and the rates 
for service rendered over the instru- 
mentalities. Identical instruments 
may be used on one-party business 
and one-party residence service while 
the rates for business service may be 
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more than double the rates for resi- 
dential service. 

Telephone rates in general are de- 
signed to produce a total revenue 
which after deducting operating ex- 
penses, depreciation, and taxes will 
provide a fair rate of return on the 
fair value of the property devoted to 
the furnishing of telephone service. 
The required revenue is spread equita- 
bly among the various classes of serv- 
ice giving consideration to the usage 
and value to the subscriber, and with 
the objective of encouraging tele- 
phone development. The rate for a 
particular service is not designed pri- 
marily on the basis of the cost of ren- 
dering that particular service, since in 
the nature of the complex business 
there is no way of learning precisely 
what it will cost to render any par- 
ticular service. 

No showing has been here made as 
would justify the Commissioner in re- 
ducing any of the rates established for 
service over extension telephone sta- 
tions or any of the equipment gen- 
erally termed “auxiliary equipment.” 

The company’s telephone plant is 
engineered on the basis of handling 
a certain number of calls for a cer- 
tain period of time. As the calling 
rate increases it is necessary to pro- 
vide more manual stations or more 
switches in dial offices. While the 
parties differ on this point the weight 
of evidence is decidedly that the call- 


ing rate increases as more telephone 
stations and extension stations are in- 
stalled. 

It follows therefore that if sub- 
scribers were allowed to attach tele- 
phone stations without restriction to 
their main line stations that the com- 
pany in time would be required to 
make additional investment in plant 
and equipment to handle the increased 
traffic. Under the plan proposed by 
the petitioners the company would re- 
ceive no compensation for the addi- 
tional plant investment, and would be 
deprived of its property without due 
process of law. 

Petitioner’s allegation of discrimi- 
nation appears to arise out of the com- 
pany’s enforcement of its rule against 
the attachment of foreign equipment 
to its plant and facilities. As herein- 
before stated said rule is reasonable 
and necessary; and so long as it is 
impartially enforced is in nowise dis- 
criminatory. No proof of discrimina- 
tion has been made which would jus- 
tify the Commissioner in making any 
finding of discrimination. 

Now, therefore, it is ordered that 
the foregoing be duly served upon all 
parties and persons of record herein 
with permission to file written excep- 
tions within ten days after service. 
If no exceptions are filed within ten 
days an order will be entered herein 
dismissing the petition. 
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CALIFORNIA RAILROAD COMMISSION 


Re Charles Newell 


(Decision No. 29174, Application No. 20456.) 


Motor carriers, § 28 — Transportation broker — What constitutes. 
One who holds a radial highway common carrier permit, uses independent 
truckmen purely to supplement his own trucks, and controls the movement 
of the entire volume and of all trucks used, is himself a carrier of all the 
traffic and not an intermediary between the public and motor carriers of 
property so as to entitle him to a broker’s license. 


[October 13, 1936.] 
PPLICATION for motor transportation broker’s license; 


denied. 


APPEARANCES: Charles Newell, in 
propria persona; Fred M. Bigelow, 
for Pacific Southwest Railroad Asso- 
ciation, protestant; E. L. Stern, by 
Fred M. Bigelow, for Railway Ex- 


press Agency, protestant; J. L. Amos, 
Jr., and L. M. Bradshaw, for Sacra- 
mento Northern Railway, protestant. 


By the Commission: Charles New- 
ell applied to the Commission for a 
license as a motor transportation bro- 
ker, pursuant to Chap. 705, Stats. of 
1935, authorizing him to sell trans- 
portation for some twelve radial high- 
way common carriers or highway con- 
tract carriers. Public hearing was 
held at Chico before Examiner Elder, 
at which applicant appeared and de- 
scribed his operation as heretofore 
conducted and as he proposes to con- 
tinue it under the license applied for. 

Applicant is already the holder of 
a permit as a radial highway common 
carrier doing business under the name 
“Golden Empire Trucking Service.” 
He proposes to use the same name in 
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operating under the broker’s license. 
His home and office are in Chico, 
where he engages in the transportation 
of grain, fresh and dried fruit, scrap 
iron, and other commodities in truck- 
load quantities from Chico and vicini- 
ty to other points, including Sacra- 
mento, Petaluma, Pittsburg, Emery- 
ville, Oakland, San Francisco, Fresno, 
and Redding. He owns five pieces or 
units of equipment for which Rail- 
road Commission license plates have 
been issued to him and which he uses 
in performing a part of this transpor- 
tation. The balance of applicant’s 
traffic, which cannot be accommodat- 
ed on his own trucks, is hauled by 
other permit-holders under arrange- 
ments with applicant pursuant to 
which applicant pays them 89 per cent 
of the gross revenue from the loads 
they haul. It is this phase of the busi- 
ness which applicant deems requires 
a broker’s license. 

The entire enterprise, however, is 
carried on as a single, unified opera- 
tion. There is no distinction between 
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the manner of use of applicant’s own 
trucks and those belonging to the oth- 
er operators. All are employed in ro- 
tation or as may be convenient or ap- 
propriate to the particular load at 
hand. Only one set of records is kept, 
without regard to whether the traffic 
is transported on the trucks of appli- 
cant or others. All arrangements 
with the shippers are negotiated and 
concluded by applicant. Although ap- 
plicant testified that the other oper- 
ators might deal directly with the ship- 
pers if they chose, this, as a matter of 
fact, has never been done. All traffic 
is handled in the name of “Golden 
Empire Trucking Service.”’ It is ac- 
cepted under shippers’ forms of bills 
of lading if provided by shippers ; oth- 
erwise, applicant supplies a simple 
form of freight receipt on the bill- 
head of Golden Empire Trucking 
Service. At the time of making this 


application, applicant also put into use, 


in connection with the shipments 
hauled by the other operators, an addi- 
tional form of document purporting 
to contain a recommendation by Gold- 
en Empire Trucking Service of an 
“undersigned” motor carrier, and a 
transportation agreement between 
such motor carrier and the shipper. 
Applicant testified that cargo insur- 
ance is carried on all shipments. The 
policy, which was produced at the 
hearing, is a typical carrier’s indemni- 
ty policy insuring applicant against 
liability as a carrier for loss or dam- 
age to shipments. 

It is evident that applicant’s busi- 
hess is not such as to require authori- 
ty both as a carrier and as a broker. 
He is not carrying on two kinds of 
businesses but only one—that of a 
carrier. His use of independent 
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truckmen is purely to supplement his 
own trucks and enable him to handle 
an increased volume of traffic, with- 
out the necessity of himself acquiring 
additional equipment. He controls 
the movement of the entire volume of 
traffic and of all of the trucks in trans- 
porting it. His relationship to the 
shippers is identical, regardless of 
whose trucks move the traffic. In this 
respect the substance of the transac- 
tion, rather than the form of the doc- 
uments used, is decisive. He is not 
acting as “an intermediary between 
the public and motor carriers of prop- 
erty; he is himself a carrier of all 
the traffic, for the transportation of a 
part of which he subcontracts with 
other carriers. Such _ operations 
would not be within the authority 
conferred by a motor transportation 
broker’s license. Re Williams (1936) 
40 Cal. R. C. R. 47; Re Millspaugh, 
Decision No. 29083, dated August 31, 
1936, on Application No. 20464; Re 
Petersen (1936) 40 Cal. R. C. R. 71. 
They might properly be carried on un- 
der a carrier’s permit if all conditions 
and limitations imposed by statute and. 
order of the Commission with respect 
thereto are complied with. In this 
case it appears that applicant’s public 
liability and property damage insur- 
ance policy does not meet require- 
ments in so far as concerns his opera- 
tions through subcontractors. There 
is also testimony tending to show his 
operation between Chico, on the one 
hand, and Sacramento, San Francisco, 
and Oakland, on the other, to be so 
habitual as to render it one between 
fixed termini within the meaning of 
the Public Utitities Act. Such an 
operation is not authorized by appli- 
cant’s radial highway common car- 
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rier’s permit, but requires a certificate 
of public convenience and necessity as 
a highway common carrier. Motor 
Freight Terminal Co. v. Moye For- 
warding Co. (1932) 37 Cal. R. C. R. 
857, P.U.R.1933C, 173; writ of re- 
view denied, Moye Forwarding Co. 
v. Railroad Commission, S. F. No. 
14801; Regulated Carriers v. Univer- 
sal Forwarders, Decision No. 26236, 


Case No. 3544; writ of review denied, 
Universal Forwarders v. Railroad 
Commission, L. A. No. 14457. At. 
tention should be given to terminating 
this form of operation and correcting 
the scope of applicant’s public liability 
and property damage protection. 

The application for license as Mo- 
tor Transportation Broker must be de- 
nied. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Herbert F. Bates 


Northern New York Utilities, Incorporated 


[Case No. 8875.] 


Reparation, § 11 — Commission powers — Violation of contract. 
1. The Commission has no power of restitution or refund for violation of 
a contract fixing rates, p. 360. 

Contracts, § 3 — Powers of Commission — Rates. 


2. The Commission is not empowered to pass upon rate contracts made 
between consumers and a public utility company not within the knowledge 
of the Commission at the time they were made and not approved by the 
Commission, p. 360. 


Rates, § 49 — Effect of contract. 


3. Neither an electric utility company nor its consumers can by contract 
executed between them, without the knowledge and consent of the Commis- 
sion, fix rates which would be charged in any community, p. 360. 


[September 8, 1936.] 


a by electric customer against violation of rate 
contract; complaint dismissed. 


> 


APPEARANCES: Le Boeuf, Win- 
ston, Machold and Lamb (by Francis 
T. Carmody), New York city, Attor- 
neys for Northern New York Utili- BREWSTER, Commissioner: This 
ties, Inc.; Herbert F. Bates, Rome, proceeding originated on a letter of 
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complainant, appearing in his own be- 
half; George H. Williams, Rome. 
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complaint from Herbert F. Bates, un- 
der date of May 21, 1936, in which he 
alleged that the company was charg- 
ing him a rate in excess of rates it 
had agreed to charge under a contract 
executed some ten years ago. A hear- 
ing was held by me at Rome on Au- 
gust 14th, at which the complainant 
and another consumer, Mr. George H. 
Williams, appeared in objection to the 
rates being charged. 

On June 30, 1925, Mr. Bates, Mr. 
Williams, Mr. George A. Ellinger, 
Mr. John Hoferd, Miss Harriette E. 
Starr, and Miss Lena C. Pollard en- 
tered into a written agreement with 
the Northern New York Utilities, Inc. 
whereby all of the signers except Har- 
riette E, Starr contributed $90 each 
and Harriette E. Starr contributed 
$50, a total of $500, toward the cost 
of a line extension from the intersec- 
tion of the Williams road and Elmer 
Hill road, so-called, along the route 
described in the agreement to the resi- 
dence of Miss Lena C. Pollard, all of 
the route being outside of the tax 
limits of the city of Rome but within 
the corporate limits thereof. The 
agreement further provided: 

“In further consideration of said 
electric line extension to be operated 
under the same rates, rules, and regu- 
lations of service as may exist in the 
city of Rome, N. Y., there is granted 
by the signatories hereto being the 
property owners along the street or 
highway wherein the proposed exten- 
sion is located, a perpetual electric 
transmission line right of way along 
and over the highway with the right 
and privilege to erect said electric line 
hereinabove described with the sup- 
ports and ways deemed essential there- 
for, and to reconstruct and maintain 
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the same at all times free and clear 
from all obstructions essential to good 
operating condition; it being under- 
stood that said electric line extension 
is at all times wholly the property of 
Northern New York Utilities, Inc.” 

It will be noted that the agreement 
provides that the said electric line ex- 
tension is to be operated under the 
same rates, rules, and regulations of 
service as may exist in the city of 
Rome. The corporate limits of the 
city of Rome are very extensive. The 
tax limits of the city of Rome and 
the corporate limits of the city are dif- 
ferent. The corporate limits include 
a section beyond the tax limits extend- 
ing several miles out into the country. 
This line is entirely within the outer 
section. Three other extensions were 
made about the same time upon about 
the same terms, that is, consumers 
along these three other lines also made 
contributions for the extensions. At 
the time that the agreement was en- 
tered into in 1925 and the line con- 
structed there was one residential rate 
for electricity for all of the territory 
within the corporate limits of the city 
of Rome and this continued for a 
number of years. 

Early in 1935, Northern New York 
Utilities, Inc., filed new residential 
rates, effective March 1, 1935, and in 
the schedules filed that portion of the 
city of Rome within the tax limits was 
classified as one district and that por- 
tion outside of the tax limits classified 
as another district, the district outside 
being classified as District No. 2. The 
rates for District No. 2 are slightly 
higher than for District No. 1. The 
company presented a computation 
(Exhibit No. 3) covering the account 
of H. F. Bates, complainant herein, 
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from May 14, 1935, to November 8, 
1935, and from April 20, 1936, to the 
end of the July, 1936, period. There 
was no service from November 8, 
1935 to April 20, 1936. Mr. Bates 
stated that this account was for his 
summer residence. Computed on S. 
C. No. 1, the rate for District No. 1, 
the charge would have been $22.57. 
Computed on S. C. No. 4 as billed to 
Mr. Bates, the charges were $25.59, 
a total of $3.02 difference covering 
ten billing periods. 
For District No. 1 the rate is: 
First 11 kw. hr. or less used per month, 
$1 gross, 95¢ net. 
Next 29 kw. hr. used per month per kw. hr., 
6.3¢ gross and 6¢ net. 
Next 160 kw. hr. used per month per kw. hr., 
3.3¢ gross, and 3¢ net. 


All over 200 kw. hr. used per month per kw. 
hr., 2¢ gross and 2¢ net. 


S.C. No. 4 for residential consumers in District 
No. 2 is as follows: 

First 10 kw. hr. or less used per month, 
$1.05 gross, $1 net. 

Next 30 kw. hr. used per month per kw. hr., 
7.3¢ gross, 7¢ net. 

Next 160 kw. hr. used per month per kw. hr., 
3.3¢ gross, 3¢ net. 

All over 200 kw. hr. used per month per kw. 
hr., 2¢ gross, 2¢ net. 


Mr. Bates has two residences, one 
within the tax limits where he is billed 
under S. C. No. 1 and another outside 
of the tax limits but within the corpo- 
rate limits, which he occupies as a 
summer residence and where he is 
billed under S. C. No. 4. He states 
that he found out through the differ- 
ence in his bills for service at his city 
home and his country home that he 
was being charged two different rates, 
whereas, previously he had _ been 
charged under one rate. He com- 
plained to the company and in April 
of 1936 a representative of the com- 
pany came to his home and suggested 
that the company might be amenable 
to an arrangement whereby the $500 
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subscribed to the construction of the 
electric line would be returned and the 
agreement canceled. Mr. Bates stated 
his request to the Commission as fol- 
lows: “In this case I am asking your 
Commission to rule that there has 
been a violation of the agreement, and 
to instruct the Northern New York 
Utilities, Inc., to conform to its terms. 
If, to any one of the members of your 
Commission there has not been sufh- 
cient evidence produced to warrant 
such a ruling, I respectfully request 
that you give me time and opportunity 
to bring to you testimony of other sig- 
natories to the agreement, and a 
chance to produce further evidence 
before a ruling is made.” 

[1-3] The Commission is a fact- 
finding Commission and has no power 
of restitution or refund for violation 
of a contract such as here in question 


and which was entered into without 
its knowledge or consent. The agree- 
ment is a private contract and any 
question of violation thereof is within 
the jurisdiction of the courts and not 


the Commission. The company, the 
complainant, and others entered into 
an agreement whereby in return for a 
contribution paying for the extension, 
those signing were to receive electric 
service at the same rates as charged 
“within the city of Rome.” There is 
a dispute between the company’s wit- 
nesses and the complainants as to what 
was intended by the statement “with- 
in the city of Rome.” It is pertinent 
to bear in mind that at the time the 
contract was made and for years 
afterwards there was but one rate and 
it may be that the contention of the 
complainants is correct that the parties 
intended by the agreement to fix rates 
charged within the tax limits of the 
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city of Rome and it may be that there 
has been a violation of the contract. 
The Commission, however, is not a 
judicial body and is not authorized or 
empowered to pass upon contracts 
made between the consumers and the 
company not within the knowledge of 
the Commission at the time they were 
made and not approved by the Com- 
mission. The interpretation of the 
contract and the fixing of any dam- 
ages, if the contract has been violated, 
isa matter for the courts to determine 
and not the Commission. Neither 
the company nor the consumers could 
by contract executed between them, 
without the knowledge and consent of 
the Commission, fix rates which 
would be charged in any community. 


The Commission has power and au- 
thority to fix rates and to decrease the 
rates where in a proper proceeding 
they are shown to be excessive, but 
must fix rates which will be charged to 
all consumers in the same territory 
having the same conditions of use and 
cannot discriminate. There is no evi- 
dence in this proceeding that the rates 
charged in District No. 2 are exces- 
sive, and the sole ground for the re- 
quest that the rates to these consum- 
ers be made the rates charged in Dis- 
trict No. 1 is that the contract made 
between the parties more than ten 
years ago fixes the rates permanently 
and for all time. 

An order should be issued dismis- 
sing the complaint. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Beef River Valley Telephone Company 


[2-U-989. ] 


Certificates of convenience and necessity, § 54 — When required — Operation 


prior to regulatory act. 


1. A telephone company which was serving in a town prior to the enactment 
of the Public Utility Law (which made competition between telephone com- 
panies illegal without a certificate of convenience and necessity) continues 
to have the right to serve in the absence of abandonment, p. 363. 
Certificates of convenience and necessity, § 57 — When required — Connection to 
unused line — Question of abandonment. 
2. Discontinuance of service on a telephone line, owing to lack of attached 
customers, does not constitute abandonment of the territory so as to pre- 
vent connection of a subscriber without obtaining a certificate of convenience 


and necessity, p. 363. 
Abandonment — What constitutes. 


3. To constitute abandonment there must be some clear and unmistakable 
affirmative set or series of acts indicating a purpose to repudiate ownership, 
or inconsistent with any further claim of title or ownership, that is to say, 
an unequivocal and decisive act or acts of relinquishment, p. 363. 


[August 13, 1936.) 
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I 


NVESTIGATION on motion of Commission of rights and duties 
of two telephone companies in certain territories; ruling 


made as to territorial rights. 


By the Commission: On May 24, 
1934, the Commission issued its order 
in 2—T-106, “In the Matter of the 
Application of the Beef River Valley 
Telephone Company to Extend its 
Lines to Serve Melvin Hanson and 
Adolph Englestad near Requa, Wis- 
consin.” The Commission then found 
that public convenience and necessity 
did not require the extension of the 
Beef River Valley Telephone Com- 
pany’s lines to serve these two gentle- 
men because the Community Tele- 
phone Company was in a position to 
render them adequate service. The 
petition was therefore dismissed. 

Subsequently, the Commission re- 
ceived a petition signed by members 
of the Farmers Union and subscribers 
of the Beef River Valley Telephone 
Company, requesting that the Com- 
mission direct the Beef River Valley 
Telephone Company to serve Messrs. 
Englestad and Hanson in the town 
of Garfield, Jackson county, from its 
Osseo exchange. It was explained 
to these gentlemen and to the com- 
pany that it was not within the ju- 
risdiction of the Commission to or- 
der the extension of this line to serve 
them and that there was no reason 
why the Beef River Valley Telephone 
Company should not renew its applica- 
tion to extend to Messrs. Englestad 
and Hanson. This the Beef River 
Valley Company did not care to do. 

Subsequently, through correspond- 
ence, it developed that the Community 
Telephone Company was not desirous 
of standing in the way of Messrs. 
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Englestad and Hanson obtaining the 
service of the Beef River Valley Tele- 
phone Company, but the Community 
Company called to our attention 
the fact that the Beef River Valley 
Company had connected a subscriber 
to the west of Osseo along a line 
which had not been rendering local 
service for a number of years. We 
were advised that the Community 
Telephone Company would waive all 
objection to the extension of the Beef 
River Valley Company to serve Engle- 
stad and Hanson if the entire situa- 
tion involving the territory around 
Osseo were cleared up by an investi- 
gation of the Commission and re- 
quested that the Commission make a 
determination as to the rights of the 
two companies in this territory. It 
appeared to the Commission that such 
an investigation was desirable and on 
April 24, 1936, therefore, it issued 
its notice of investigation. 

Hearing was held at Osseo on May 
25, 1936, at which appearances were 
entered for the Community Telephone 
Company by R. M. Matteson, Black 
River Falls, and for the Beef River 
Valley Telephone Company by M. C. 
Rindahl, Osseo. 

No question was raised as to the 
convenience and necessity in the ex- 
tension of the Beef River Valley Tele- 
phone Company’s lines to serve En- 
glestad and Hanson, and it was agreed 
that the Community Telephone Com- 
pany would offer no objection to the 
extension of the Beef River Valley 
Telephone Company’s lines to serve 
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Englestad and Hanson in the town of 
Garfield. 

[1-3] It appears, however, that in 
January, 1936, the Beef River Valley 
Company had connected a subscriber 
named Simmons, living on the line 
which connected Strum and Osseo. 
In this general territory to the west of 
Osseo and toward Strum the Commu- 
nity Company is rendering service. 
That company brought to our atten- 
tion the fact that the line to which 
Simmons was connected was one that 
was a so-called dead line, having had 
no subscribers on it for a number of 
years. The line was on poles which 


carried a through clear line between 
Osseo and Strum. The claim of the 
Community Telephone Company was 
that the line had been abandoned with 
a resultant abandonment of territory 
some years ago and that the Beef 
River Valley Company was proceed- 


ing beyond its rights in connecting a 
subscriber. 

The testimony at the hearing was 
somewhat meager and it was neces- 
sary that we obtain more definite in- 
formation by an investigation by one 
of our own inspectors. Obviously our 
decision in this matter must rest upon 
historic facts which go back thirty 
years. 

The historic situation as developed 
by a member of our staff and by what 
testimony was adduced at the hearing 
appears to be about the following. 
The Osseo Telephone Company (the 
predecessor company of the present 
Community Telephone Company) be- 
gan serving in and about Osseo on 
May 15, 1900. The Beef River Val- 
ley Telephone Company was organ- 
ized on September 25, 1906, to serve 
“Osseo and country around Osseo.” 
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The town of Sumner, in which Sim- 
mons lives, is directly west of Osseo. 
Both of these companies were lawful- 
ly operating, therefore, in the town 
of Sumner in 1906, which was prior 
to the enactment of the Public Utility 
Law which made competition between 
telephone companies illegal without a 
certificate of convenience and neces- 
sity. 

Our information indicates further 
that about 1906 the Beef River Valley 
Telephone Company constructed the 
line involved in this proceeding, called 
at that time the Arnie Berg line, and 
rendered service on it. Berg actually 
lived in the town of Unity, but the 
line is also said to have served two 
other subscribers, named Anderson 
and Smith, both in the town of Sum- 
ner. Thus, if our information is cor- 
rect, the Beef River Valley Telephone 
Company was serving in the town of 
Sumner thirty years ago, and in the 
absence of abandonment has the right 
to serve today, such right having been 
acquired before the passage of the 
Public Utility Law. 

On the other hand, the Community 
Company’s predecessor, the Osseo 
Telephone Company, unquestionably 
was also operating in the town of 
Sumner in 1906 and thereafter to 
date. The Osseo Company was sold 
to the Community Telephone Com- 
pany in 1928. The latter company 
now asserts that the Beef River Val- 
ley Company has no right to make an 
extension at the present time west of 
Osseo because the Beef River Valley 
Company discontinued service on the 
Arnie Berg line since 1926 at the lat- 
est. The Community Company con- 
tends that this fact constitutes an 
abandonment by the Beef River Val- 
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ley Company, and the latter company 
disputes this position. 

From the fact that service over the 
line concerned has been discontinued 
for ten years, we cannot spell out an 
abandonment. Discontinuance, due to 
lack of attached customers, is not 
abandonment. 

Courts have held abandonment to 
be: (1) an absolute relinquishment, 
New Orleans Bank & Trust Co. v. 
New Orleans (1933) 176 La. 946, 
147 So. 42; (2) a giving up of some- 
thing to which one is entitled, Sandy 
River Coal Co. v. Champion Bridge 
Co. (1932) 243 Ky. 424, 48 S. W. 
(2d) 1062, 1063; (3) a total deser- 
tion (Sandy River Case, supra) ; (4) 
the relinquishment of a right by the 
owner thereof without any regard to 
future possession by himself or any 
other person, and with the intention 
to forsake or desert the right, Union 
Grain & Elevator Co. v. McCammon 
Ditch Co. (1925) 41 Idaho, 216, 240 
Pac. 443, 445; (5) the relinquish- 
ment of all title, possession, or claim 
to or of property, Foulke v. New 
York Consol. R. Co. (1920) 228 N. 
Y. 269, 127 N. E. 237, 238; (6) the 
relinquishment of property to which a 
person is entitled, with no purpose of 
again claiming it, and without con- 
cern as to who may subsequently take 
possession, Wilmore Coal Co. v. 
Brown (1906) 147 Fed. 931, 943, 
aff'd. (1907) 82 C. C. A. 295, 153 
Fed. 143. 

So, to constitute abandonment, 
there must be some clear and unmis- 
takable affirmative set or series of acts 
indicating a purpose to repudiate own- 
ership. 

Duryea v. Elkhorn Coal & Coke 
Corp. (1924) 123 Me. 482, 124 Atl. 
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206; or inconsistent with any further 
claim of title or ownership, Raleigh, 
C. & S. R. Co. v. McGuire (1916) 
171 N. C. 277, 88 S. E. 337; that is to 
say, an unequivocal and decisive act 
or acts of relinquishment, Davis y, 
Butler (1856) 6 Cal. 510. 

In the case of tangible property, 
there must be actual relinquishment of 
possession, to such extent that the 
property is left free and open to be 
appropriated by the next comer, Sum- 
mers v. Atchison, T. & S. F. R. Co, 
(1924) 2 F. (2d) 717; either by dis- 
carding it, or throwing it away, Ead 
v. Brazelton (1861) 22 Ark. 499, 79 
Am. Dec. 88; or permitting another 
so to do. 

It appears from the facts now be- 
fore us that the line not having been 
abandoned, the Beef River Valley 
Telephone Company has a right to 
serve in the town of Sumner due to 
occupancy of the town since 1906, and 
that it is within its right in making 
the connection in question. This does 
not mean, however, that the Beef 
River Valley Company has the right 
to make extensions from its existing 
line in the town of Sumner without 
proceeding under the provisions of § 
196.50 (2). 

The Commission finds, therefore, 
that: (1) Public convenience and 
necessity require the extension of the 
lines of the Beef River Valley Tele- 
phone Company to serve Adolph 
Englestad and Melvin Hanson in the 
town of Garfield, Jackson county ; and 
(2) The Beef River Valley Telephone 
Company is within its rights in mak- 
ing connection to an existing line in 
the town of Sumner, Trempealeau 
county. 

It is therefore ordered that the Beef 
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River Valley Telephone Company be It is further ordered that the pro- 
and hereby is authorized to extend its ceeding herein, in so far as it involves 
lines to serve Adolph Englestad and the territorial rights of the two com- 
Melvin Hanson in the town of Gar- panies, be and the same is hereby dis- 
field, Jackson county. missed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Stanley S. Groggins 


New York Edison Company, Incorporated 


[Case No. 9021.] 


Merchandising and jobbing, § 3 — Powers of electric utility — Promotional 
merchandising and jobbing campaign. 

1. An electric corporation operating under the Transportation Corporations 

Law and the Public Service Law is within its corporate powers in engaging 

in a promotional merchandising and jobbing campaign where its sole interest 

in the merchandising plan is to promote the sale of electrical energy, p. 371. 


Commissions, § 32 — Jurisdiction — Enforcement of law. 
2. A state Commission which is empowered to regulate the practices and 
methods of a public utility company and to investigate violations of law 
has no jurisdiction over questions relating to violations of the national 
Robinson-Patman Law and the Federal Trade Commission Act deali 
with unfair competition and price discrimination and Art. 22, Gene 
Business Law of the state of New York relating to monopolies; hence 
it lacks power to prohibit an electric utility company’s methods and prac- 
tices in a promotional merchandising and jobbing campaign alleged to violate 
such laws, p. 372. 

Merchandising and jobbing, § 2 — Powers of Commission — Accounting — 

Expenses and revenues. 

3. The Commission powers of regulation as to the methods and practices 
of a company in a merchandising campaign extend only to its power over 
accounting for such transactions and its duty to see that the loss, if any, 
incurred in such merchandising campaigns or in the sale of appliances shall 
not be charged, or the profit arising therefrom credited, to the operating 
expenses or revenues so that such transactions shall affect the cost of 
service, p. 372. 


Merchandising and jobbing, § 1 — Codperative plan. 
Details of an electric company’s merchandise codperative plan to promote 
the use of electric energy by encouraging sales of appliances by merchants, 
p. 367, 
[December 16, 1936.] 
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= against electric utility corporation in respect to 
merchandising and jobbing; complaint dismissed. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; LeBoeuf, Winston, 
Lamb & Machold, New York city 
(Randall J. Le Boeuf, Jr., of Coun- 
sel) Attorneys for Consolidated Edi- 
son Company of New York, Inc.; 
Stanley S. Groggins, New York city, 
New York, Attorney for complain- 
ant, representing Eastern Electrical 
Wholesale Co.; J. Biloon, New York 
city, President, representing Biloon 
Electric, Inc.; Wm. Cresswell, New 
York city, Vice President, represent- 
ing Crannell, Nugent & Kranzer; G. 
F. Weis, New York city, Managing 
Director, representing Eastern Elec- 
tric Wholesalers Asso.; Robert D. 
Price, New York city, Vice President, 
Robeson Rochester Corp.; Wm. H. 
Vogel, New York city, President, rep- 
resenting Ostrander Electrical Supply 
Corporation; Joseph Hoffman, New 
York city, owner, representing Hoff- 
man Bros. ; Frank J. Huss, proprietor, 
representing Spotlight Electric Co.; 
Boris M. Shulman, President, repre- 
senting Bon. M. Shulman Co., Inc.; 
Louis Sikiora, owner; H. Hirschfield, 
New York city, President, represent- 
ing Golden Rule Radio Supply; Mor- 
ris Freeman, Bronx, owner, Creston 
Radio Co.; John J. Shaneck, New 
York city, owner; Isidor Jacobson, 
New York city, owner, Audubon 
Music Shop; Leslie C. Boyd, propri- 
etor, representing Van Cortlandt Ap- 
pliances; J. M. Winer, owner, repre- 
senting Dynamic Radio Service; Ben- 
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a 


jamin Rosenberg, New York City, 
Sales Department, representing Mid- 
town Electric Supply Co. 


Van NAMEE, Commissioner: On 
November 25, 1936, a letter was re- 
ceived at the New York office of the 
Commission from Stanley S. Grog- 
gins of 217 Broadway, New York 
city, who stated he represented 150 
retail dealers and about 50 wholesale 
dealers in radio and electric appliances 
in Manhattan and Bronx, complain- 
ing of the methods used by the Con- 
solidated Edison Company, Inc., in its 
“announced and advertised campaign 
relating to merchandising by it of 
radios and electrical appliances.” 

At the next meeting of the Commis- 
sion in Albany on December Ist, this 
letter was accepted as a complaint and 
an order for a hearing on the same 
was passed, the date for the hearing 
being fixed for Wednesday, December 
9, 1936. 

I presided at the hearing on that 
date, the appearances being as above 
noted. At the opening of the hearing 
the company stated that the complaint 
was in error in being brought against 
Consolidated Edison Company of 
New York, Inc. (formerly Consoli- 
dated Gas Company) in that such 
company was not an “electric corpo- 
ration” but while it was a corporation 
owning the stock of several electric 
operating companies, it was a “gas 
corporation” engaged in the manufac- 
ture, distribution, and sale of gas; and 
that the complaint was _ properly 
against the New York Edison Com- 
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pany, Inc., which was the company 
carrying on the sales campaign com- 
plained of. Upon motion by Mr. 
Groggins and without objection by 
the company, the complaint was 
amended as being made against New 
York Edison Company, Inc. 

At the conclusion of the hearing 
which was adjourned to Monday, 
December 14th, briefs were ordered 
to be filed by 3 P. m. Saturday, 
December 12th. On Monday, De- 
cember 14th, the hearings were closed 
subject to reopening dependent upon 
the disposition of the jurisdictional 
questions which are discussed in this 
memorandum. At the hearing it de- 
veloped from the testimony taken and 
exhibits introduced that the situation 
of which complaint was made was as 
follows : 


Details of the Company Plan 


The merchandise codperative plan 
of the company may be outlined as 
follows : 

In August, 1935, the company com- 
pleted a study of merchandising prac- 
tices in the city of New York relating 
to electrical appliance sales methods of 


department stores, retail appliance 
dealers, distributors, and manufac- 
turers. The company at that time 
was not engaged in merchandising or 
in taking of orders for any of the 
merchandise displayed on its floors. 

A plan was formulated of codpera- 
tive merchandising to which the 
manufacturers, the wholesalers, the 
distributors, the neighborhood retail 
appliance dealers and the utility com- 
pany became parties. The plan was 
briefly based upon the principle that 
the company would not engage in di- 
rect merchandising but that it would 
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continue its sales promotion methods 
and through the manufacturer, the 
distributor, and itself promote to a 
high degree of efficiency, the neigh- 
borhood retail appliance dealers. 

The company study had indicated 
that a great portion of the city was 
not serviced by such dealers, that in 
most instances such dealers did not 
carry a representative line of mer- 
chandise, were not prepared to extend 
credit, were not prepared to give 
demonstrations, to make necessary re- 
pairs, and to engage in promotional 
sales activities. 

The plan was presented to the retail 
electric appliance dealers as such deal- 
ers could be tabulated through a sur- 
vey of magazines, telephone directo- 
ries, and other directories, manufac- 
turers, and other distributors, and this 
plan was set in operation about eight- 
een months ago. 

The company claims the plan was 
fundamentally one to promote the use 
of electric energy and this was the 
sole interest on the part of the com- 
pany. 

The plan was briefly this: That any 
manufacturer or distributor could 
submit to the company specifications 
for the articles that he desired to have 
displayed on the showroom floors of 
the company ; that these articles would 
be tested and if found to meet the 
specifications and standards as set up 
by various manufacturing associa- 
tions, they would then be displayed 
on the showroom floors. Thereafter 
orders would be taken for such appli- 
ances by company employees in the 
field and in the showrooms. The 
orders so taken would be distributed 
to the manufacturer or his accredited 
representative. In turn the manufac- 
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turer would place the order for deliv- 
ery, for collection, selling, and serv- 
icing with the retail appliance dealer 
located nearest to the home of the 
consumer who purchased the article. 

An emblem was devised which was 
to be displayed by the codperating 
dealers who sold approved electrical 
appliances. This means, such appli- 
ances as are commonly indicated as 
“standard appliances.” 

The basis of approving a dealer 
was clearly explained to the manufac- 
turer, distributor, and dealers. It was 
set up in written form (Exhibit 5) 
and the manufacturers, distributors, 
dealers, and associations and company 
employees were requested to submit 
names of such dealers who desired to 
qualify for participation in the plan. 
In advance, the company set up a 
series of campaigns through the Elec- 
tric Association and other mediums. 
Such campaigns were posted and man- 
ufacturers were requested to submit a 
basis for a campaign covering the 
month in question. One month might 
be devoted to vacuum cleaners, an- 
other month to electric percolators, 
etc. All orders taken in the show- 
rooms or by the employees were filled 
by the codperating dealers and all of 
the profit that came as a result of plac- 
ing these orders went to those dealers. 
The company neither bought the ap- 
pliances on display nor at any time 
did it buy any of the appliances in any 
of the various campaigns. 

The company placed at the disposal 
of the dealers its window display and 
personnel and showroom facilities. It 
offered its demonstrators for the dis- 
play and demonstration of the appli- 
ances. 

It offered to them directly all of 


16 P.U.R.(N.S.) 


the services that it had previously 
given to any of its consumers and set 
the dealers up as an information 
medium whereby such information 
could be obtained. The managers of 
the various district offices were direct- 
ed to solicit their districts for addi- 
tional and new dealers at all times and 
in the present campaign against which 
complaint is made, some fifteen or 
twenty additional dealers who have 
applied have been accepted. 

A copy of the qualifications which 
had to be met to become an approved 
dealer was introduced and marked 
Exhibit 1. The primary qualification 
or definition of a dealer was a retailer 
who had a separate and distinct de- 
partment, irrespective of the retail 
business in which he might be en- 
gaged, for the display and care of 
electrical appliances and in that de- 
partment that he would have the ma- 
jority of such appliances of standard 
make; that is, if he was carrying elec- 
tric bulbs, the majority of such bulbs 
would be of a standard manufacture 
rather than of the nonstandard manu- 
facture type. 

Each of the dealers must have a 
ground-floor space or in such a terri- 
tory of the city where it was recog- 
nized that second} third, or fourth 
floors or above that, a space that 
served the purposes of a store. The 
dealer must have a reasonably diver- 
sified line of standard electrical appli- 
ances, that is, a hardware store that 
handled only bulbs was not classified 
as an electrical appliance dealer but the 
hardware store that had set up various 
appliances such as iron, percolators, 
vacuum cleaners, radios, and equip- 
ment of such kind, would be classified 
as an electric appliance dealer. The 


368 





GROGGINS v. NEW YORK EDISON CO., INC. 


jewelry stores who have set up sep- 
arate and distinct departments of di- 
versified lines of appliances, were ap- 
proved as dealers and also the depart- 
ment stores. 

Upon application, the company 
would submit to the applicant a ques- 
tionnaire outlining certain informa- 
tion and thereafter a survey of this 
dealer’s premises was made by three 
separate and distinct inspectors of the 
domestic appliance promotion bureau. 
If the dealer was approved, he was 
called to the company’s office, or the 
manager of the domestic appliance 
promotion bureau called on him, de- 
livered the seal to him and explained 
the deferred payment basis which had 
been set up with the approval of the 
dealers with whom it had originally 
been discussed at the initiation of the 
plan. 

The name of the dealer is then 
placed on a list which is exhibited to 
all manufacturers, their wholesalers 
and distributors, and which list is kept 
in each of the district offices so that 
any consumer may know the name 
and address of the appliance dealer 
located nearest to his home. 

There are other details which it is 
not necessary to discuss here. 

The company has had 309 appli- 
cants since the plan was placed in ef- 
fect eighteen months ago and of these, 
269 have been accepted as approved 
dealers. 

The company studied its minimum 
bill customers, that is the consumer 
who pays the company $1 a month un- 
der Service Classification No. 1 and 
who is entitled to use within that $1 
charge 10 kilowatt hours but who 
does not use 10 kilowatt hours but 
pays the $1. The record shows that 
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over 100,000 customers pay the New 
York Edison Company $1 monthly 
but do not consume their 10 kilowatt 
hours. 

For the purpose of promoting the 
sale of electricity to such customers 
and to eliminate by development all 
residential minimum bill customers, 
the present campaign was adopted. 
The investigation had disclosed that 
such customers did not use the 10 
kilowatt hours to which they were 
entitled because they did not possess 
appliances. Inquiry was made of all 
of the manufacturers of appliances 
which would be useful to these cus- 
tomers, such as a toaster, an iron, a 
lamp, and also a radio, which possibly 
might be considered a luxury appli- 
ance rather than one of necessity. 
Quotations were asked for approxi- 
mately 25,000 of each of such units. 
The lowest bidder in each case was 
accepted with one exception. One of 
the manufacturers of standard-grade 
toasters also manufactured a second- 
grade toaster. The price submitted 
on such toaster was lower than the 
standard toaster accepted. The com- 
pany did not accept the second-grade 
toaster because its experience is that 
such nonstandard equipment produces 
trouble, is a fire hazard, and interferes 
completely with the promotion and 
sale of electrical appliances and the 
promotion of the use of electric serv- 
ices. 

The present campaign against 
which the complaint is particularly di- 
rected, has one difference distinguish- 
ing it from previous campaigns in the 
general merchandising program. In 
this campaign, quotations were re- 
quested on the basis that the company 
would place the orders directly with 
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the manufacturer or with his accredit- 
ed representative, would pay for the 
merchandise that was so shipped, 
would deliver such merchandise to the 
customers of the New York Edison 
Company, Inc., and would sell on a 
12-month payment plan which in- 
volved no financial charge whatsoever 
to customers of the New York Edi- 
son Company, Inc. Any other con- 
sumer of electric service could pur- 
chase either of the packages by the 
payment of cash. This merchandise 
was stocked in three of the company 
warehouses and also 500 units of each 
article were stored in each of the ten 
district offices for convenience of de- 
livery. 

The packages consisted of the fol- 
lowing articles: 

Package No. 1 consists of a non- 
automatic toaster, a nonautomatic 
iron, and the I. E. S. lamp complete 
with a 100-watt master bulb. 

Package No. 2 consists of the same 
articles plus a radio. 

The selling price to the consumer 
of Package No. 1 including the New 
York city sales tax is $9 payable at the 
rate of 75 cents a month by the con- 
sumers of the New York Edison 
Company, Inc. over a 12-month pe- 
riod. 

The selling price of Package No. 2 
is $18 including the sales tax, which 
may be purchased by any customer of 
the New York Edison Company, Inc., 
on the basis of $1.50 a month for 
twelve months. The company dis- 
tributes such orders which it takes 
through its employees to the nearest 
dealer to the purchaser and receives 
only that amount which it actually 
pays for the merchandise. 

If a company employee takes an 
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order, he receives a small commission 
and reduction is made in the amount 
of profit which the retail dealer re. 
ceives. The commission of the com. 
pany employees is 30 cents a package 
on No. 1 and 50 cents a package on 
No. 2. 

A list of the minimum bill custom. 
ers was prepared and divided among 
district representatives. Direct con- 
tact is being made with each of these 
customers by a company employee, 
By means of a questionnaire, the cus- 
tomer’s preference as to electric appli- 
ances is listed and these lists are fur- 
nished to the retail dealers. 

It is believed this will open a field 
of business for the neighborhood ap- 
pliance dealer and also develop these 
minimum bill customers to the point 
where they obtain the benefit of the 10 
kilowatt hours for which they pay and 
where their consumption will be devel- 
oped even beyond that point with a 
corresponding increase in consump- 
tion of electric current. 

The company contends that this 
effort to reach minimum bill custom- 
ers is the basis for the initiation of the 
entire plan. 

The details of the payment by those 
of the New York Edison Company 
customers who prefer the instalment 
payment plan are not necessary to be 
discussed here. Suffice it to say that 
each is furnished with a coupon book 
with which he can make payments 
each month either to the dealer 
through whom the purchase was made 
or direct to the company. 

In cases where the customer does 
not pay his instalments, the company 
will stand the loss but the dealer will 
get his commission regardless of pay- 
ment. 
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The campaign has been in operation 
since December Ist and at December 
Sth, 4,800 packages had been sold. 

I allowed cross-examination of the 
company’s witness, Mr. Jaffe, to 
bring out a full explanation of the 
company’s methods but I did not al- 
low any examination as to the fair- 
ness or unfairness of these methods. 

The questions to be decided are: 

1. Has the company the right to 
engage in merchandising and jobbing 
operations ? 

2. If such question is answered in 
the affirmative, has the Commission 
regulation over the practices and 
methods of the company in so doing? 

3. The accounting practices of the 
company in relation to such merchan- 
dising and jobbing. 


Question No. 1 


[1] This question was squarely be- 
fore the Commission in Luckey, Platt 
a & Co. v. Central Hudson Gas & E. 
Corp. (P.U.R.1932B, 165) as to the 
sale by it of electric appliances. The 
circumstances are practically identical 
with the present proceeding. 

The Central Hudson Gas & Electric 
Company, as a result of conferences 
with various dealers in electric appli- 
ances in Dutchess and surrounding 
counties, had decided to abandon all 
direct selling of electric appliances and 
to cooperate with the dealers. For 
over a year the corporation aided in 
every way possible the local dealers 
and while not carrying stock, it gave 
showroom space in its offices for the 
exhibition of merchandise samples of 
the local dealers and in this and in 
other ways the corporation had assist- 
ed in sales, credit for which had gone 
entirely to the local dealers. 
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In a discussion of § 11, subdivision 
(3) of the Transportation Corpora- 
tions Law and cases involving implied 
powers of corporations a number of 
cases were cited including Steinway v. 
Steinway & Sons (1896) 17 Misc. 43, 
47, 40 N. Y. Supp. 718, where the 
court said: 

“If that act is one which is lawful 
in itself and not otherwise prohibited, 
is done for the purpose of serving 
corporate ends, and is reasonably 
tributary to the promotion of those 
ends, in a substantial and not in a re- 
mote and fanciful sense, it may fair- 
ly be considered within charter pow- 
ers.” 

Also, Kings County Lighting Co. 
v. Prendergast, 7 F. (2d) 192, 215, 
P.U.R.1925C, 705, 735, P.U.R. 
1925E, 5, where the report of the 
special master, subsequently confirmed 
by the statutory court, held: 

“In the operating expenses, but not 
segregated in the books of the com- 
pany, are included expenses for con- 
ducting the business of selling gas ap- 
pliances. It is the practice of this and 
other gas companies to conduct such 
business, partly to aid consumers in 
securing gas appliances manufactured 
under standard specifications that will 
thus render most efficient service to 
the consumers, and partly, by thus 
promoting the sale of appliances to be 
used for additional purposes, to in- 
crease the sale of gas. A company, in 
order to secure these advantages, may 
sell such appliances either at actual 
cost or at a slight advance, crediting 
to revenue the amount realized there- 
from.” 

The Commission held that under § 
11, subdivision (3) of the Transpor- 
tation Corporations Law, express 
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powers were given to electric corpora- 
tions to engage in the sale of appli- 
ances and that under their implied 
powers gas corporations could also 
engage in such businesses when such 
a business is reasonably carried on for 
the purpose of promoting the use of 
gas. The New York Edison Com- 
pany, Inc., is an electric corporation 
as defined by the Transportation Cor- 
porations Law and the Public Service 
Law. 

The testimony in the present case 
was that the sole interest of the com- 
pany in the merchandising plan was 
to promote the sale of electrical en- 
ergy. 

It is held that the New York Edi- 
son Company, Inc., was within its cor- 
porate powers in engaging in the pro- 
motional merchandising and jobbing 
campaign in question. 


Question No. 2 


[2, 3] The complainant’s position 
is that the methods and practices of 
the company in the campaign are un- 
fair and unjust and violate the pro- 
visions of the national Robinson-Pat- 


man Law and the Federal Trade 
Commission Act dealing with unfair 
competition and price discrimination 
and the Donnelly Act in the state of 
New York relating to monopolies 
(Art. 22, General Business Law) and 
that the Commission, under Subdivi- 
sion 5 of § 66 of the Public Service 
Law, has power to prohibit such 
methods and practices. So much of 
such section as relates to the matter 
is as follows: 

“Whenever the Commission shall be 
of opinion, after a hearing had upon 
its own motion or upon complaint, 
that the rates, charges, or classifica- 
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tions, or the acts or regulations of 
any such person, corporation, or mu- 
nicipality, are unjust, unreasonable, 
unjustly discriminatory, or unduly 
preferential or in anywise in violation 
of any provision of law, the Commis. 
sion shall determine and _ prescribe 
‘ the just and reasonable acts 
and regulations to be done and ob- 
served ; pg 

The complainant’s brief, in quoting 
the above section, inserts in the sev- 
enth line as above set forth, the word 
“any” preceding the word “law,” and 
his argument is largely based upon 
such wording. 

The law reads: 

“The violation of any provision of 
law” 
not: 

“The violation of any provision of 
any law.” 

The Commission being a statutory 
body, has only such powers and duties 
as are conferred upon it by the leg- 
islature. People ex rel. Municipal 
Gas Co. v. Public Service Commis- 
sion, 224 N. Y. 156, 165, P.U.R. 
1918F, 781, 120 N. E. 132. The pro- 
hibition of acts or regulations of the 
corporation which are unjust, unrea- 
sonable, unjustly discriminatory, or 
unduly preferential, or in anywise a 
violation of any provision of law, ap- 
plies specifically to the provisions of 
the Public Service Law and not to the 
violations of the provisions of other 
statutes, either state or national, the 
enforcement of which are given by 
law to other departments or bodies. 

The “provisions of law” are ob- 
viously only those which the Public 
Service Law or other laws over which 
the Commission has been given spt 
cific jurisdiction contained. The sec- 
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tion would have been very differently 
framed if by “any provision of law,” 
all the provisions of the statutes or 
common law were meant, and the 
Commission was to be a general agen- 
cy for the prosecution generally of 
violations. People ex rel. New York, 
N. H. & H. R. Co. v. Willcox (1911) 
200 N. Y. 423, 94. N. E. 212. 

This case involved the question of 
the power of the Commission to en- 
force a statutory duty imposed upon 
the board of health of the city of New 
York. 

In Property Owners of Westches- 
ter County v. Westchester Lighting 
Co. P.U.R.1932C, 503, 508, the ques- 
tion involved the Commission's juris- 
diction over the construction of a 
transmission line which it was alleged 
impaired adjacent property values. 
The Commission held: 

“This Commission has certain def- 
inite duties, but it is not a general 
agency for the prosecution of alleged 
violations of statute of every name 
and nature. It seems equally 
clear that the intention of the legisla- 
ture was that the enforcement of local 
ordinances should be left to the mu- 
nicipalities themselves. Otherwise, 
there would apparently be no limit to 
which the Commission’s duty might 
be extended and absurd results would 
follow.” 

The Commission holds that in the 
present instance, its powers of regula- 
tion as to the methods and practices 
of the company in its merchandising 
campaign, extend only to its power 
over accounting for such transactions 
and its duty to see that the loss, if 
any, incurred in such merchandising 
campaigns or in the sale of appliances, 
shall not be charged, or the profit 
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arising therefrom credited, to the op- 
erating expenses or revenues so that 
such transactions shall affect the cost 
of service. 


Question No. 3 


When the Commission decided the 
Luckey, Platt & Company Case on 
February 2, 1932, supra, it also de- 
cided Case No. 6829, dealing with the 
merchandising and jobbing activities 
of gas and electric utilities, and Case 
No. 7107, a proceeding on motion of 
the Commission as to the methods, 
practices, and regulations of gas and 
electric corporations particularly as to 
selling, dealing in, and jobbing mer- 
chandise. 

As a result of the investigations in 
these matters, the Commission adopt- 
ed by order dated December 13, 1932 
(P.U.R.1933B, 448) an amendatory 
order adding subdivisions to the Uni- 
form System of Accounts for Elec- 
trical Corporations having to do with 
the accounting of merchandising 
transactions. This was made a part 
of the Uniform System of Accounts 
in effect at that time and under its 
provisions the corporations kept their 
merchandising and jobbing operations 
separate and distinct from the other 
operations of the company. 

The system provides proper entries 
for these transactions so that no con- 
sumer will suffer any loss which can 
be reflected in the rates or service by 
reason of a loss suffered by reason of 
the merchandising and jobbing opera- 
tions. 

The company concedes the jurisdic- 
tion of the Commission in relation to 
its accounting practices and account- 
ants for the Commission will check 
the company’s books to see that the 
16 P.U.R.(N.S.) 
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resultant entries from these operations 
are properly reflected under the pro- 
visions of the Uniform System. Fur- 
ther hearings will be held on this 
phase of the matter but the complaint 
should be dismissed as to the legality 
of merchandising and jobbing in elec- 
tric equipment by the New York Edi- 
son Company and as to the reason- 


ableness of the methods, practices, 
rules, and regulation in relation there- 
to. 

The proper order is hereto annexed, 
[Order omitted. ] 


Commissioners Lunn, Brewster, 
and Burritt concurring; Chairman 
Maltbie present and not voting. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re Rules, Regulations and Practices by 
Electric Utilities 


Service, § 176 — Extensions — Rural electric — Rules and regulations. 
1. The promulgation and adoption of a plan stating uniform rules for ren- 
dering rural extension service, applicable to the several electric utilities 
engaged in rendering such service, is practicable and reasonable, p. 375. 


Service, § 174 — Extensions — Filing of contracts —- Rural electric. 
2. Electric utilities engaged in rendering rural service should, upon the 
promulgation of a rural electric extension plan, fle with the Commission 
copies of all existing contracts, statements showing total construction costs 
of existing extensions, monthly guaranties of revenue, and adjustments 


heretofore made therein, p. 375. 


Service, § 174 — Extensions — Rural electric — Filing of contracts — In- 


formation. 


3. Electric utilities engaged in making rural electric extensions should file 
with the Commission copies of all contracts which may hereafter be made 
for such service, together with statements showing the total construction 
cost thereof, and guaranties of revenue, and should file annually with the 
Commission a statement setting forth investments in, and revenues received 
from, each rural extension, whether now in service or hereafter placed 
in service, and adjustments made in the monthly guaranties of revenue, 


p. 375. 


Service, § 195 — Extensions — Monthly guaranty — Rural electric. 
4. Rules and regulations governing rural electric extensions provided for 
a minimum monthly guaranty equal to 14 per cent of the total construction 


cost of the line extension, p. 375. 


Service, § 198 — Electric extension — Rules and regulations. 
Rules and regulations of the West Virginia Commission governing rural 
electric extensions, p. 376. 
[December 12, 1936.] 
374 
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RE RULES, REGULATIONS & PRACTICES BY ELECTRIC UTILITIES 


| age sengrioneterst of matter of rules, regulations, and practices 
for rendering rural electric extension service; rules and 
regulations adopted. 


By the Commission: This pro- 
ceeding came on to be heard this the 
12th day of December, 1936, upon the 
order of the Commission entered here- 
in on August 12, 1936, by which it, 
upon its own motion, entered upon an 
investigation concerning the reason- 
ableness of the existing rules, regula- 
tions, practices, and charges of elec- 
tric utilities under its jurisdiction en- 
gaged in rendering rural extension 
service, rules, and practices in connec- 
tion with the construction of rural 
lines, the monthly guaranty required, 
and other conditions and requirements 
exacted by said utilities before rural 
extensions are made and service is 
rendered; upon hearings held pur- 
suant to said order; upon informal 
conferences held between the Commis- 
sion and representatives of the Appa- 
lachian Electric Power Company, 
Wheeling Electric Company, Monon 
gahela West Penn Public Service 
Company, Potomac Light and Power 
Company, and Virginia Public Serv- 
ice Company, on September 30th, and 
December 1, 1936; upon the written 
statements of the Appalachian Elec- 
tric Power Company, Wheeling Elec- 
tric Company, Monongahela West 
Penn Public Service Company, Pres- 
ton County Light and Power Com- 
pany, and West Virginia Power and 
Transmission Company, filed Septem- 
ber 17, 1936, setting forth their views 
concerning their existing rules, regu- 
lations, practices, and charges for ren- 
dering said rural extension service, 
filed in compliance with the Commis- 


sion’s order aforesaid; upon the plan 
stating rules, regulations, rates, and 
procedure agreed upon by the utility 
representatives aforesaid and recom- 
mended to the Commission for adop- 
tion as appears from the transcript of 
the reporter’s notes of a hearing held 
on December 2, 1936; and upon the 
proceedings heretofore had, the tariffs 
on file, and orders entered in other 
proceedings in relation to the rates, 
rules, and practices of the utilities 
aforesaid for rendering rural exten- 
sion service. 

[1-4] From all of which it doth 
appear, and the Commission finds, 
that it is practicable and reasonable to 
promulgate and adopt a plan stating 
uniform rules for rendering rural ex- 
tension service applicable to the sev- 
eral electric utilities engaged in ren- 
dering said service; that the existing 
rules, terms, practices, minimum 
monthly guaranty and other condi- 
tions for rendering said rural exten- 
sion service now in effect are unjust 
and unreasonable to the extent that 
they differ from the plan hereinafter 
prescribed ; that the electric utilities in 
this state engaged in rendering said 
service should file with the Commis- 
sion copies of all existing contracts, 
statements showing total construction 
costs of existing extensions, monthly 
guaranties of revenue, and adjust- 
ments heretofore made therein; that 
said utilities should also file copies of 
all contracts hereafter entered into for 
said service, together with statements 
showing the total construction cost 
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thereof, and guaranties of revenue, 
and file, annually hereafter with the 
Commission a statement setting forth 
investments in, and revenues received 
from, each rural extension, whether 
now in service or hereafter placed in 
service, and adjustments made in the 
monthly guaranties of revenue; that 
the plan stating rules for rendering 
said service hereinafter prescribed and 
numbered 1 to 8, inclusive, is substan- 
tially the same as that recommended 
to the Commission for its adoption 
by the utility representatives appear- 
ing at the hearing held on December 
2, 1936, which plan is the result of 
informal investigation and _ study 


made by the Commission and confer- 
ences had between it and the said util- 
ity representatives prior to said hear- 
ing; that said plan states a minimum 
monthly guaranty to the electric util- 


ities equal to 14 per cent of the total 
construction cost of the line extension; 
that the minimum monthly charge of 
the Appalachian Electric Power Com- 
pany, by reason of proceedings had 
and an order entered in Case No. 
2191, dated August 1, 1936, was re- 
duced to 14 per cent, that the mini- 
mum monthly charge of the Monon- 
gahela West Penn Public Service 
Company, by reason of proceedings 
had and an order entered in Case No. 
1961, dated February 4, 1935, was re- 
duced to 14 per cent, that the mini- 
mum monthly charge of the Wheeling 
Electric Company, by reason of pro- 
ceedings had and an order entered in 
Case No. 1831, dated December 30, 
1935, was reduced to 14 per cent, that 
the minimum monthly charge of the 
Potomac Light and Power Company 
was reduced to 1} per cent effective 
January 25, 1936, by authority of In- 
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formal Order No. 2670; that these 
companies render approximately 8% 
per cent of the total rural extension 
service in this state; and that the plan 
setting forth uniform rules for ren. 
dering said rural line extension sery- 
ice hereinafter prescribed will be, 
pending further investigation and un- 
til the further order of the Commis. 
sion, just and reasonable. 

It is, therefore, ordered that the 
electric utilities doing business in this 
state engaged in rendering rural ex- 
tension service cancel, and desist from 
applying, their existing rules and prac- 
tices and put into effect, by amend- 
ments to their existing tariffs or by 
issuing new tariff sheets, the following 
rules for rendering said service: 


1. Service to rural customers. 

Electric companies shall build at 
their own expense along public high- 
ways or company’s rights of way ex- 
tensions to distribution lines to serve 
rural customers where customers, aft- 
er establishment of credit, execute con- 
tracts under the provisions set forth 
below. 

This plan is concerned chiefly with 
the extension of service to farm cus- 
tomers and rural residential customers 
and companies shall not be required 
to make extensions under the provi- 
sions of this plan from transmission 
or distribution lines of over 15,000 
volts or for the benefit of industrial, 
mining, manufacturing, or commercial 
customers with connected loads in ex- 
cess of 10 kilowatts. 


2. Rates for rural customers. 

The rates, terms, and conditions to 
customers served from the line exten- 
sions as herein defined shall be all 
rates, terms, and conditions of service 
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of the company applicable to the ter- 
ritory to be served, as on file with the 
Public Service Commission of West 
Virginia. 

3. Construction costs. 

Construction cost of rural lines 
built hereunder refers only to rural 
distribution capital expenditures, the 
investment costs in generating plant, 
high tension transmission systems in- 
cuding substations, and other facili- 
ties beyond the point of contact of the 
rural line with the existing distribu- 
tion system being omitted. Such con- 
struction cost shall include all costs 
of labor, materials, and expense di- 
rectly chargeable to and necessary to 
construct the line extension and all 
transformers, motors, services, rights 
of way, highway and railroad cross- 
ings and joint pole rights or permits 
actually paid for by the company, tree 
trimming rights and all other elements 
of cost properly chargeable to or 
against the line extension. Companies 
may for the purpose of standardiza- 
tion establish standard construction 
costs which shall not exceed in any 
way the average cost of constructing 
such lines in the territory involved in 
which case the term “Construction 
Cost” as used in this plan will be un- 
derstood to mean these standard costs 
thus established. 

With respect to the item, “right of 
way,” it is the purpose of this plan 
that companies shall not be required 
to build rural line extensions over 
private rights of way in the event that 
such construction involves the com- 
pany making payment for right of 
way easements or tree trimming 
rights. 


“Service span” shall be taken to 
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mean wires and other appurtenances 
of adequate capacity from the nearest 
or most suitable pole of the line ex- 
tension of the electric company, or 
customer’s private line, extending up 
to 150 feet in length toward the pole, 
building or terminal connection pro- 
vided by the customer. 

The customer shall supply any poles, 
wires, and other construction neces- 
sary to bring the terminus of his wir- 
ing to a location where it can be con- 
nected to the electric company’s line 
extension by a service span, as herein 
defined, to be supplied by electric com- 
pany. 

4. Guaranty of revenue. 

Customers served by each line ex- 
tension shall guaranty a monthly pay- 
ment to the electric company for serv- 
ice supplied under applicable rates 
equal to 14 per cent of the total con- 
struction cost of the line extension as 
defined herein. 

The total monthly guaranty for 
each extension will ordinarily be di- 
vided equally among those to be 
served, but the company may permit a 
customer to assume more than an 
equal share of such guaranty, for the 
purpose of permitting others to as- 
sume less; provided the arrangement 
is a continuing obligation on the part 
of such customer subject to adjust- 
ment only as provided in this plan and 
is otherwise acceptable to the com- 
pany. 

5. Additional customers. 

Additional customers will be con- 
nected to a line extension already 
built or to a further extension thereof 
and such additional customers shall 
assume the same guaranties as the 
16 P.U.R.(N.S.) 
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original customers provided that the 
application of 14 per cent of the new 
facilities does not require higher guar- 
anties. If the application of 14 per 
cent to the cost of the new facilities 
results in higher guaranties, the ad- 
ditional customers shall be served 
from a new and separate line exten- 
sion. 


6. Annual adjustment of guaranties. 


Guaranties established hereunder 
shall remain in full force and effect 
unless they are modified or eliminated 
in accordance with one of the follow- 
ing provisions: 

A. Guaranties on individual line 
extensions shall be adjusted, down- 
ward only, at least once each year to 
take into consideration changes in the 
number of customers served, or classi- 
fication from the extension. 

B. If the actual revenue received 
at standard rates from all the custom- 
ers served from any line extension, ex- 
cept temporary customers, for the sec- 
ond or any succeeding year exceeds 
the guaranty to which the company 
is entitled without the application of 
this paragraph, the total of said guar- 
anty on such extension shall be re- 
duced 15 per cent for the first 20 per 
cent and 10 per cent for each addi- 
tional 20 per cent by which said rev- 
enue exceeds said guaranty; provided 
that if said revenue is equal to one 
third of the construction cost of the 
line extension, then in that event said 
guaranty shall be eliminated. 


7. Term of contract. 

The initial term of contract shall 
be not more than four years and con- 
tracts shall be renewable for succes- 
sive periods of one year thereafter. 
16 P.U.R.(N.S.) 


8. Start of construction. 

Construction of line extensions 
hereunder shall be undertaken prompt- 
ly after contracts have been signed by 
customer and accepted by the com. 
pany, after all necessary right of way 
agreements have been delivered to the 
company, and after 90 per cent of the 
applicant customers have entered into 
contracts for wiring of their premises 
and not less than 50 per cent of such 
applicants have completed the wiring 
of their premises and are ready for 
service. 

It is further ordered that the rules 
herein prescribed are to become effec- 
tive January 15, 1937, that all con- 
tracts for said service after said date 
shall be in accordance therewith, that 
said rules shall be applicable to all ex- 
isting contracts of the said utilities, 
and that adjustments in the monthly 
guaranties of revenue in accordance 
with Rule 6 aforesaid shall be made 
promptly by said utilities. 

It is further ordered that said utili- 
ties file with the Commission, on or 
before June 1, 1937, copies of all ex- 
isting rural extension contracts and 
sworn statements showing the costs 
of said rural line extensions and the 
revenue received therefrom for the 
year 1936. 

It is further ordered that said utili- 
ties hereafter, on or before March Ist 
of each year, file with the Commis- 
sion sworn statements showing invest- 
ments in, and revenues received from, 
rural extensions, and adjustments 
made in monthly guaranty of revenue 
in all contracts for said rural exten- 
sion service. 

It is further ordered that as con- 
tracts are entered into for said service 
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copies thereof be filed with the Com- 
mission and sworn statements filed 
showing the actual cost of said rural 
line extensions. 

It is further ordered that a copy of 
the rules herein prescribed be incor- 
porated in, and made a part of, each 
contract for said service. 

It is further ordered that nothing 
contained in said rules shall be con- 
strued so as to prohibit a utility from 
making rural line extensions on terms 
and conditions requiring minimum 
monthly guaranties less than herein 
prescribed, should its judgment so dic- 
tate, provided like extensions are made 


to other applicants for rural extension 
service under similar conditions. 

It is further ordered that the elec- 
tric utilities in this state engaged in 
rendering rural line extension service 
file forthwith with the secretary appro- 
priate tariff revision sheets stating the 
rules herein prescribed. 

And it further appearing that the 
Commission should continue this in- 
vestigation and be advised, as is here- 
in required, of the actual experience 
of the utilities and persons desiring 
rural extension service under the rules 
herein prescribed, it is ordered that 
this investigation and proceeding be 
continued. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Footville Telephone Company 


(2-U-1053.] 


Rates, § 544 — Telephone — Business service — Rural lines. 
Higher rates for telephone service to business subscribers located in rural 


territory than the rates for rural 


residence service were held to be justified 


where nonsubscribers in large numbers were receiving service at rural 
business telephones without charge; hence rural business rates were au- 
thorized for stores, taverns, filling stations, and similar commercial es- 


tablishments. 


[December 11, 1936.] 


y . emcyeny by telephone company for authority to increase 
rates to rural business subscribers; granted. 


By the Commission: In this ap- 
plication which was filed with the 
Commission on October 23, 1936, the 
Footville Telephone Company _re- 
quests authority to place in effect a 
schedule of rates for rural business 
telephone service. The proposed 


s 


schedule of rates is $3 per year higher 
than existing rates. The application 
also requests authority to establish a 
schedule of rates for local service out- 
side the village limits. 

A public hearing was scheduled and 
held at Madison, Wisconsin, on No- 
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vember 16, 1936, at which time the 
following appearances were entered: 

Footville Telephone Company, by 
C. H. Walker, president and manager 
W. A. Canary, secretary-treasurer. 

The testimony indicates that the 
company is furnishing telephone serv- 
ice to five general stores located in the 
rural territory adjacent to Footville 
which it desires to classify as rural 
business service. The company con- 
tends that a higher rate than the pres- 
ent rural rate should be authorized 
and established for these subscribers 
primarily because the subscribers 
make greater use of the service than 
the regular rural subscribers. The 


president of the company testified that 
this greater use of service results from 
the fact that this group of subscribers 
allow all of its customers to use the 
telephone service with the result that 
the company is serving from 20 to 50 


nonsubscribers. In additional support 
of its claim for an increased rate the 
company offered testimony to the ef- 
fect that these subscribers have agreed 
to pay the increase for which the com- 
pany has petitioned. The company 
further contends that the subscribers 
have and will continue to receive a 
very definite return in value for the 
proposed increased rates in the form 
of advertising by the insertion of their 
name and telephone number in bold- 
face type in the telephone directory. 

The Commission has recently ex- 
perienced an increasing number of 
complaints concerning classifications 
of service. It has been extremely dif- 
ficult in many of these instances to 
determine if the service should be 
classified as business or residence. 
Especially has this been true where 
rural service is involved. The tele- 
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phone service of the average rural 
subscribers is of necessity both res- 
idential and business in character. 
Where the line of demarcation should 
be drawn is largely a matter of judg- 
ment. The fact that upon a strictly 
allocated cost basis the cost of fur- 
nishing telephone service to an aver- 
age business subscriber is greater than 
the cost of furnishing service to an 
average residence subscriber has been 
shown to be indisputable. The Com- 
mission has recognized this fact and 
has in the past authorized the estab- 
lishment of local business and res- 
idence rates and in many cases rural 
business as well as residence rates. 

Another, and we believe the most 
important, factor to be given consider- 
ation in connection with the establish- 
ment of rural business and residence 
rates is the matter of service. If busi- 
ness rates are to be established for the 
purpose of compensating the tele- 
phone utility for the increased cost of 
rendering this particular type of serv- 
ice, it would appear that the subscriber 
is likewise entitled to receive a better 
grade of service. On the other hand, 
if the increased use of the service by 
business subscriber is recognized in 
the form of increased rates the res- 
idence subscriber has a service interest 
to be protected where business and 
residence subscribers are on the same 
circuit. The Commission in Docket 
2-U-912, Re Standards For Tele- 
phone Service, stated: ‘The number 
of subscribers on any one circuit shall 
not be greater than that consistent 
with adequate service.” 

Under ordinary circumstances, es- 
pecially in the case of small telephone 
systems, a separate classification and 
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higher rate for rural business service 
does not appear warranted because of 
service difficulties likely to follow. 
However, in the instant case where 
nonsubscribers of a small telephone 
utility are receiving service without 
charge it appears no more than rea- 
sonable that the utility receive some 
compensation for furnishing this 
service. The testimony indicates that 
the telephone service installed in rural 
stores is used extensively by nonsub- 
scribers. It, therefore, appears that 
the Commission might reasonably au- 
thorize the utility to establish a high- 
er rate for telephone service furnished 
this class of subscriber with the un- 
derstanding that should the use of the 
service by the subscriber prevent the 
proper and necessary use of the serv- 
ice by other subscribers on the same 
circuit the utility shall rectify this con- 
dition by providing additional circuits. 
This conclusion appears warranted in 
order to insure reasonable service and 
in order to avoid burdening existing 
subscribers with costs of furnishing 
service to others who do not share in 


supporting the total cost of the serv- 
ice. 

The request for authority to es- 
tablish a schedule of rates for local 
service outside the village limits is to 
meet probable demands for this serv- 
ice. No present subscriber will be 
adversely affected if this portion of 
the application is granted. Such 
schedules have been found reasonable 
and necessary in other communities 
and the rate herein ordered is in line 
with other rates of the company. 

On the basis of the foregoing con- 
siderations, the Commission finds and 
determines that it will be just and 
reasonable for the Footville Telephone 
Company to establish and charge a 
rate of 25 cents per month in addition 
to its regular rural rate where tele- 
phone service is furnished on rural 
business premises such as stores, 
taverns, filling stations, and similar 
commercial establishments. We fur- 
ther find and determine that it is rea- 
sonable that a schedule of rates for 
local service outside the village limits 
be established at this time. 





ILLINOIS APPELLATE COURT, FIRST DIVISION, FIRST DISTRICT 


Peoples Gas Light & Coke Company 


James M. Slattery et al. 


[Gen. No. 39297.] 
(— Ill. App. —, 5 N. E. (2d) 285.) 


Injunction, § 14 — Adequacy of remedy at law — Confiscation under present rates 
— Commission disapproval of increase. 


1. The circuit court does not lack jurisdiction, because of the existence of 
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an adequate remedy at law, temporarily to enjoin enforcement of existing 
rates alleged to be confiscatory, when the Commission has denied authority 
to increase rates pending the termination of a rate investigation, p. 384, 


Injunction, § 37 — Preliminary — Mandatory nature — Rate litigation. 


2. Whether a preliminary injunction restraining enforcement of existing 
rates, after Commission denial of authority immediately to put in effect 
higher rates which are under investigation by the Commission, was prop- 
erly awarded must be determined upon a consideration of the facts, not- 
withstanding a contention that the effect of the injunction is to change the 
status quo and that the injunction is therefore mandatory and should not 
have been issued except upon full and complete hearing and final deter- 
mination of the merits; while as a general rule a preliminary mandatory 
injunction will not be awarded, yet in a proper case the issuance of such 
an injunction may be the only effective remedy, p. 387. 


Injunction, § 49 — Necessity of findings and conclusions. 
3. An injunction to restrain enforcement of public utility rates is not 
invalid under the laws of the state of Illinois because findings of fact 
and conclusions of law are not made, p. 388. 


Injunction, § 38 — Temporary restraint — Rate regulation — Confiscation. 

4. A temporary injunction should not be granted to restrain state officials 
from enforcing or attempting to enforce present rates and from attempt- 
ing to enforce penalties against a public utility company for failure to 
charge the present rates pending final Commission action on an applica- 
tion for authority to increase rates where there is no contention that the 
Commissioners are unreasonably delaying the hearing, the injunction suit 
rests upon conflicting affidavits, and on the company’s own showing it is 
making a net profit of more than 3 per cent on its estimated value, while 
profits are increasing, p. 389. 


[December 8, 1936.] 


| ig snapped appeal from decree of Circuit Court of Cook 
County temporarily enjoining enforcement of rates; decree 
reversed. 
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APPEARANCES: Otto Kerner, At- 
torney General (James G. Skinner, 
Montgomery S. Winning, Harry R. 
Booth, Robert H. Farrell, Howard C. 
Knotts, and W. Robert Ming, Jr., of 
counsel) for appellants; Barnet 
Hodes, Corporation Counsel (Joseph 
F. Grossman, James J. Danaher, and 
Fred V. Maguire, of counsel) for ap- 
pellant, city of Chicago; Cooke, Sul- 
livan & Ricks and Wilson & Mcll- 
vaine (George A. Cooke, Francis L. 
Daily, Edward H. Fiedler, John M. 
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Connery, James T. Mullaney, and 
Joseph R. Gray, of counsel) for ap- 
pellee. 


Mr. Justice O’Connor delivered 
the opinion of the court: By this ap- 
peal James M. Slattery, Andrew Ol- 
son, Charles E. Byrne, James D. 
Marnane, and Harry A. Barr, the 
members of the Illinois Commerce 
Commission, and Otto Kerner, attor- 
ney general of the state of Illinois, 
seek to reverse an order or decree of 
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the circuit court of Cook county 
temporarily enjoining and restraining 
them from enforcing or attempting to 
enforce the present rates and charges 
for gas sold by plaintiff to the general 
public in Chicago, and from attempt- 
ing to enforce any penalties against 
plaintiff for failure to charge the pres- 
ent rates. The order further provid- 
ed that the injunction was issued on 
condition that plaintiff should not 
charge or collect from its customers 
for gas sold and delivered, rates or 
charges higher than those set forth in 
Schedule 19, filed by plaintiff with the 
Illinois Commerce Commission, and 
that plaintiff, on or before the tenth 
day of each calendar month, deposit 
in the American National Bank and 
Trust Company an amount equal to 
the difference between the present 
rates, which are set forth in Schedule 
No. 17, and the rates and charges set 
forth in Schedule No. 19. And that 
if it were finally determined that 
plaintiff was not entitled to the higher 
rates, it should make a refund to its 
customers of the excess charge over 
the rates mentioned in Schedule No. 
17. 

September 1, 1936, plaintiff filed its 
complaint in equity. It was not veri- 
fied, but seven days thereafter, on 
September 8th, plaintiff filed a num- 
ber of affidavits in support of its mo- 
tion for a temporary injunction, in 
some of which the affiants swear that 
the allegations of the bill are true. 
The city of Chicago filed an interven- 
ing petition, and on September 10th 
the defendants filed their joint and 
several answer, which was not veri- 
fied. September 21st defendants filed 
a number of affidavits in opposition to 
those filed by plaintiff, and on that day 
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an order was entered referring plain- 
tiff’s motion for a temporary injunc- 
tion to a master in chancery for a 
prompt hearing, the matter to be heard 
upon the complaint, the answer, plain- 
tiff’s affidavits, defendants’ counter 
affidavits, plaintiff's rebuttal affidavits, 
and the intervening petition of the 
city, and that the master report 
promptly his findings of fact and con- 
clusions of law as to whether the court 
had jurisdiction of the cause, and 
whether plaintiff's motion should be 
allowed. 

September 30th the master reported 
that he had conducted the hearing as 
ordered, found that the court had ju- 
risdiction, and recommended that 
plaintiff's motion for a temporary in- 
junction be denied. Plaintiff, defend- 
ants, and the city filed objections, 
plaintiff on the ground that the master 
did not recommend the allowance of 
its motion, and the defendants on the 
ground that the master erred in find- 
ing the court had jurisdiction. The 
objections were overruled, and they 
were afterward ordered to stand as 
exceptions. The exceptions of the de- 
fendants and the city were overruled, 
the exception of the plaintiff was al- 
lowed, and a decree entered as above 
stated. 

The record discloses that plaintiff 
sells gas to the inhabitants of Chicago, 
and on June 17, 1933, filed its sched- 
ule of rates known as No. 17 with 
the Illinois Commerce Commission. 
A hearing was had before the Com- 
mission as to the reasonableness of 
the rates, and they were approved by 
the Commission on April 15, 1934; 
such rates had been in effect for some 
time before this date. July 16, 1935, 
the gas company filed with the Com- 
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mission its schedule of rates known 
as No. 18, whereby it proposed an in- 
crease of its rates, with certain excep- 
tions, of 3 per cent of the total of any 
bill rendered, on the ground that on 
July 1, 1935, the Public Utilities Tax 
Act (Smith-Hurd IIl. Stats. Chap. 
120, § 454 et seq.) imposed a 3 per 
cent tax on the gross sales made by 
the company. August 7, 1935, the 
Commission entered an order suspend- 
ing the proposed increase in rates until 
December 13, 1935, and the matter 
was set for hearing on September 25, 
1935. Thereafter the cause was twice 
continued on motion of counsel for 
the company, and on February 14, 
1936, the company began the presenta- 
tion of its evidence before the Com- 
mission, continuing to May 29, 1936. 
Evidence was then introduced by the 
Commission, and after argument of 
counsel the Commission entered an 
order on June 12, 1936, in which it 
was found the company had failed to 
establish that the rates then in effect 
(Schedule No. 17) were not just and 
reasonable, and, further, that the com- 
pany had failed to establish to the 
satisfaction of the Commission that 
the rates proposed in Schedule 18 
were just and reasonable, and it was 
ordered that the rates of Schedule 18 
be canceled and annulled. Fourteen 
days thereafter, June 26, 1936, the 
company filed with the Commission 
its schedule of rates No. 19, which 
rates were higher than those in Sched- 
ule 18. July 1, 1936, the Commission 
entered an order suspending the in- 
creased rates until November 24, 
1936, and the matter was set for hear- 
ing on July 15, 1936. On that date 
it was agreed by counsel for both par- 
ties that the Commission might con- 
16 P.U.R.(N.S.) 


sider all the evidence that had there. 
tofore been offered in connection with 
Schedule 18. The company then in- 
troduced further evidence and rested, 
July 24, 1936, while counsel for the 
Commission were cross-examining 
some of the company’s witnesses, it 
filed a petition with the Commission 
praying that it be given immediate au- 
thority to put into effect the schedule 
of rates in No. 19, pending the final 
determination of the reasonableness 
of such rates. August 21, 1936, the 
Commission entered an order denying 
the prayer, in which it was stated that 
the physical properties of the com- 
pany, used by it in rendering gas serv- 
ice throughout the city, were of con- 
siderable magnitude, that the Com- 
mission had not had sufficient time to 
investigate the facts and was then un- 
able to pass intelligently upon the 
merits of the company’s contentions, 
one of the reasons being that the com- 
pany was then using some natural gas 
in addition to the gas manufactured 
by it; that “no claim is made to the 
effect that unless the emergency in- 
crease sought is allowed the com- 
pany’s service will in any way be im- 
paired.” Eleven days thereafter the 
company filed its complaint in the in- 
stant case, claiming that the rates and 
charges as set forth in Schedule 17 
were confiscatory of its property and 
therefore in conflict with § 1 of the 
Fourteenth Amendment of the United 
States Constitution and § 2, Art. 2 
of the Constitution of the state of Il- 
linois, and that defendants be enjoined 
from enforcing or attempting to en- 
force such rates and charges and from 
enforcing penalties against plaintiff 
and its representatives. 


[1] 1. Defendants contend that the 
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circuit court had no jurisdiction of 
the subject matter in the instant case 
because plaintiff had an adequate rem- 
edy at law, as provided by §§ 67 and 
68 of the Public Utilities Act (Smith- 
Hurd Ill. Stats. Chap. 111%, §§ 71, 
72); that when the Commission en- 
tered the order of August 21, 1936, 
denying plaintiff’s application for an 
immediate increase in rates pending 
the completion of the Commission’s 
investigation, plaintiff should have 
petitioned for a rehearing, and if it 
were denied, take an appeal to the 
circuit or superior court of Cook 
county, as provided in §§ 67 and 68 
of the Public Utilities Act, citing 
Hoyne v. Chicago & O. P. Elevated 
R. Co. (1920) 294 Ill. 413, P.U.R. 
1921A, 328, 128 N. E. 587; Chicago 
v. O'Connell, 278 Ill. 591, P.U.R. 
1917E, 730, 116 N. E. 210, 8 A.L.R. 
916; State P. U. C. ex. rel. Spring- 
field v. Springfield Gas & E. Co. 
(1919) 291 Ill. 209, P.U.R.1920C, 
640, 125 N. E. 891. 

In the Hoyne Case an information 
in chancery was filed by the state’s 
attorney of Cook county against four 
elevated railroad companies, praying 
that they be enjoined from charging 
more than 5 cents per passenger, and 
alleging that an order of the Public 
Utilities Commission, which pre- 
scribed a 6-cent fare, was unconsti- 
tutional, as an impairment of the city 
ordinance. A demurrer was sustained 
to the information, which was dis- 
missed, and the case was taken to the 
supreme court where the decree was 
affirmed. The court said the purpose 
of the suit was to have the order en- 
tered by the Public Utilities Commis- 
sion, increasing the rate of fare, set 
aside as unlawful because the Com- 
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mission had no power to deal with 
that question. The court said the in- 
formation disclosed that there was a 
hearing before the Commission on the 
question of the sufficiency of the rates, 
and the matter was there contested; 
that § 41 of the Public Utilities Act 
(Laws 1913, p. 481) gave the Com- 
mission complete power and authority 
to grant such hearing and to deter- 
mine the just, reasonable, and suf- 
ficient rates to be charged, and that 
§ 68 of the act (Laws 1913, p. 495) 
gave any person or corporation af- 
fected by the order an appeal to the 
circuit court of Sangamon county for 
the purpose of having the reasonable- 
ness of the rates inquired into and 
determined, and that an appeal might 
also be taken from the circuit court to 
the supreme court. The court held 
that the order was not void, and there- 
fore not subject to a collateral attack, 
and said: “anyone affected by the 
order had a complete remedy 
at law by appealing from the order 
in the mode pointed out by statute.” 
(P.U.R.1921A, at p. 337.) 

In the O’Connell Case, supra, an 
order of the Utilities Commission was 
attacked on the ground that it was 
in violation of constitutional rights of 
the city and others. An injunction 
was sought to restrain the Commis- 
sion from enforcing the order. The 
court held that the method prescribed 
by the Public Utilities Act, for de- 
termining the reasonableness of the 
order, was exclusive and the question 
could not be determined in a pro- 
ceeding to enjoin the enforcement of 
it. On the other hand, plaintiff's po- 
sition is that it is not making a col- 
lateral attack on the Commission’s 
order of August 21st, but a direct at- 
16 P.U.R.(N.S.) 
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tack upon the rates set forth in Sched- 
ule 17, which rates the Utilities Act 
provides must be charged, and that 
such rates are confiscatory of plain- 
tiff’s property; that if plaintiff prose- 
cuted an appeal to the circuit court of 
Cook county, the only order that could 
be entered in that court would be to 
affirm or to set aside the order and 
that this result would not afford plain- 
tiff an adequate remedy for the con- 
fiscation which results daily from the 
enforcement of the rates in Schedule 
17; that in this state courts have no 
power to fix rates for public utilities; 
that such power has been delegated 
by the legislature to the Commerce 
Commission, and Alton & S. R. Co. 
_v. Commerce Commission ex rel. 
Perry Coal Co. 316 IIl. 625, 629, 
P.U.R.1925D, 251, 255, 147 N. E. 
417, and Commerce Commission ex 
rel. Lumaghi Coal Co. v. Chicago & 


E. I. R. Co. (1928) 332 Ill. 243, 248, 
P.U.R.1929C, 679, 684, 163 N. E. 
664, are cited. 

In the Alton Case the court said: 
“Courts are not rate-fixing bodies, 
and have no authority of law to fix or 


establish rates for public utilities. 
This power belongs to the legislative 
branch of the state and has by the leg- 
islature been delegated only to the 
Commerce Commission. The circuit 
court in reviewing an order of the 
Commerce Commission, has no au- 
thority to revise or modify it.” 

The Chicago & E. I. R. Co. Case 
was an appeal from a judgment of the 
circuit court of Cook county reversing 
an order of the Commerce Commis- 
sion which required a reduction in 
freight rates. The judgment was re- 
versed with directions to approve the 
order of the Commission. The court 
16 P.U.R.(N.S.) 


there said: ‘The right to review the 
findings of the Commerce Commis- 
sion in a proceeding such as this is 
limited to the questions whether the 
Commission acted within the scope of 
its authority, whether the finding is 
without any reasonable foundation in 
the evidence, or whether a constitu- 
tional right has been infringed by 
such finding. Orders of the 
Commission are entitled to great 
weight, and can be set aside only if 
arbitrary or unreasonable, or in clear 
violation of a rule of law. 

The law does not authorize the court 
to put itself in the place of the Com- 
mission, try the question anew, and 
substitute its judgment for that of the 
Commission. Where it is 
found that the order of the Commis- 
sion is without substantial foundation 
in the evidence, it is the duty of the 
court to set it aside. Tested 
by the canons regulating judicial pow- 
er in cases of the sort now before us, 
the judgment of the circuit court was 
erroneous. The court, exercising a 
special statutory jurisdiction, had no 
authority to order that the former 
rate of $1.85 be restored after setting 
aside the order fixing the rate at 
$1.65. The law was made to 
protect those served as well as those 
who serve.” 

Obviously, no rule of law—no 
formula—can be stated that will ap- 
ply to every case in determining 
whether one has an adequate remedy 
at law. It would be futile to attempt 
to formulate such a rule. Each case 
must be decided on the particular 
facts involved. While general pro- 
nouncements in opinions and statutes 
may be helpful in reaching a correct 
decision, they cannot be universally 
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applied. So, in the instant case, al- 
though the Public Utilities Act points 
out a method to be followed where 
one is dissatisfied with the orders of 
the Commission, yet this method is 
not exclusive where to follow the pro- 
visions of the act would result in ir- 
reparable damage. In such cases, re- 
sort may be had to courts of equity. 
Oklahoma Nat. Gas Co. v. Russell, 
261 U. S. 290, 67 L. ed. 659, P.U.R. 
1923C, 701, 43 S. Ct. 353; Prender- 
gast v. New York Teleph. Co. 262 
U. S. 43, 67 L. ed. 853, P.U.R.1923C, 
719, 43 S. Ct. 466; Pacific Teleph. & 
Teleg. Co. v. Kuykendall, 265 U. S. 
196, 204, 68 L. ed. 975, P.U.R. 
1924D, 781, 788, 44 S. Ct. 553. 

In the Kuykendall Case the tele- 
phone company filed a bill to enjoin 
the state Commission from interfer- 
ence with increases in telephone rates. 
An interlocutory injunction was re- 


fused, the bill dismissed, and an ap- 
peal taken to the Supreme Court. 
The contention of the telephone com- 
pany was that the rates were confisca- 


tory. The statute of the state of 
Washington authorized the company 
to apply to the superior court for a 
review of the order to determine the 
reasonableness and lawfulness of the 
rates. Without having applied to the 
superior court for review the tele- 
phone company filed its bill alleging 
that the existing rates were confisca- 
tory. The trial court held that the 
suit was prematurely brought because 
the company had failed to exhaust the 
remedies provided by the state statute, 
and a decree was entered dismissing 
the bill, which decree was reversed by 
the Supreme Court, where the Chief 
Justice, in speaking for the court said: 
“Under such circumstances comity 
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yields to constitutional right, and the 
fact that the procedure on appeal in 
the legislative fixing of rates has not 
been concluded will not prevent a Fed- 
eral court of equity from suspending 
the daily confiscation, if it finds the 
case to justify it.” 

In the case at bar plaintiff contends 
that the enforcement of the rates in 
Schedule 17 confiscates its property 
daily, and unless and until it is per- 
mitted to charge higher rates, the con- 
fiscation will continue and that such 
loss can never be recovered. Wheth- 
er the facts before us are sufficient to 
establish confiscation as contended by 
plaintiff, must be determined before 
a proper decision can be made, and it 
therefore follows that the circuit 
court has jurisdiction of the matter. 

[2] 2. Defendants further contend 
that the injunctional order “had the 
effect of changing rather than main- 
taining the status quo and was there- 
fore mandatory and should not have 
been issued except after full and com- 
plete hearing and final determination 
of the merits,” while plaintiff’s con- 
tention is that the injunction against 
the defendants “‘was preventative and 
not mandatory in character.”” We do 
not stop to consider the several shades 
of distinction contended for by each 
side on this question, for the result 
brought about by the injunctional or- 
der is clear. By it the rates and 
charges in Schedule 17 are rendered 
ineffective and thereupon plaintiff is 
entitled to charge higher rates, provid- 
ed they do not exceed those mentioned 
in Schedule 19, the amount of such 
excess to be retained by plaintiff or 
returned to its customers, as might be 
determined when the rates were final- 
ly fixed by the Commission. While 
16 P.U.R.(N.S.) 
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as a general rule a preliminary, man- 
datory injunction will not be awarded, 
yet in a proper case the issuance of 
such an injunction may be the only 
effective remedy (Pokegama Sugar- 
Pine Lumber Co. v. Klamath River 
Lumber & Improv. Co. [1898] 86 
Fed. 528) and as said in United Rail- 
roads v. Superior Court (1916) 172 
Cal. 80, 87, 155 Pac. 463: “There 
is no magic in the phrase ‘maintain- 
ing the status quo’ which transforms 
an injunction essentially prohibitive 
into an injunction essentially manda- 
tory.” Whether the injunction in the 
instant case was properly awarded 
must be determined upon a considera- 
tion of the facts. 

[3] 3. A further point is made by 
defendants that the court erred in en- 
tering the order “without making any 
findings of fact or conclusions of 
law,” and in support of this the case 
of the Wisconsin Pub. Service Com- 
mission v. Wisconsin Teleph. Co. 289 
U. S. 67, 71, 77 L. ed. 1036, P.U.R. 
1933C, 264, 266, 53 S. Ct. 514, is 
cited. In that case a suit was brought 
in the Federal court to restrain the 
enforcement of an interlocutory order 
issued by the Commission of Wiscon- 
sin reducing telephone rates. The 
case was heard by three judges. The 
decree did not find any facts but mere- 
ly stated that the order “would result 
in the confiscation of the property.” 
On appeal to the Supreme Court in an 
opinion delivered by the Chief Justice 
it was said: “The result of the 
court’s inquiry into the issues and in- 
to the facts presented upon the in- 
terlocutory application, in order to 
satisfy itself as to the gravity of com- 
plainant’s case and the probable con- 
sequences of unrestrained enforce- 


ment of the statute or order, should be 
set forth by the court in a statement 
of the facts and law constituting the 
grounds of its decision. While that 
decision is not on the merits and does 
not require the findings of fact and 
conclusions of law which would be 
appropriate upon final hearing, the 
court should make the findings of fact 
and conclusions of law that are appro- 
priate to the interlocutory proceeding. 

“That duty the court below failed 
to perform and we are not 
called upon, unaided by opinion or 
findings, to search this voluminous 
record to find a basis for the court's 
decree.” The decree was vacated and 
the cause remanded with directions to 
the trial court to make findings of 
fact and conclusions of law. 

In the instant case the master in his 
report simply states that the court had 
jurisdiction of the subject matter and 
recommended that plaintiff's motion 
for a temporary injunction be denied. 
In his decree the court found that it 
had jurisdiction of the subject matter 
and that plaintiff was entitled to a 
temporary injunction. Obviously the 
master’s report was of little or no as- 
sistance to the chancellor and the de- 
cree throws no light on the subject 
matter. The decree is not in accord- 
ance with the rule announced by the 
U. S. Supreme Court in the case last 
cited. But the law in this state does 
not require that there be findings of 
fact and conclusions of law in the 
decree. Section 188, Chap. 110, 
Smith-Hurd Ill. Stats. Par. 192, 
Chap. 110, Ill. Rev. Stats. 1935 (Civil 
Practice Act, § 64); Eick v. Eick 
(1934) 277 Ill. App. 329. Paragraph 
3 of § 64 (Smith-Hurd IIl. Stats. 
Chap. 110, § 188) provides: “No 
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special findings of fact or certificate 
of evidence shall be necessary in any 
case in equity to support the decree.” 
And prior to the going into effect of 
§ 64. decree was not required to con- 
tain findings of fact and conclusions 
of law where the evidence upon which 
the decree was rendered was preserved 
in the record. Central Trust Co. v. 
McGurn (1930) 257 Ill. App. 45. 
And since the evidence, viz., the ap- 
peal, answer and affidavits upon which 
the chancellor acted, are in the record 
before us, the requirements of the law 
are satisfied, though the master and 
chancellor might have thrown more 
light on the subject matter had there 
been proper findings of fact and con- 
clusions of law. 

[4] 4. We now come to the merits 
of the controversy. Defendants con- 
tend that plaintiff failed to establish 
that the rates and charges specified in 
Schedule 17 resulted in confiscation 
and therefore the court should not 
have awarded the injunction. 

In Grand Trunk R. Co. v. Mich- 
igan R. Commission (1913) 231 U. 
S. 457, 58 L. ed. 310, 34 S. Ct. 152, 
it was held that a public utility is en- 
titled to demand a rate which would 
yield a fair return on the value of the 
property used by it for public con- 
venience, and that the value of such 
property is to be determined as of the 
time when the inquiry is made. State 
P.U. C. ex rel. Springfield v. Spring- 
field Gas & E. Co. (1919) 291 III. 
= P.U.R.1920C, 640, 125 N. E. 

1, 

Counsel for plaintiff say in their 
brief that plaintiff’s “theory is that 
the value of its physical property is 
fairly measured by the present cost of 
reproduction less depreciation,” that 
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the present value so measured is 
$156,037,952, which is made up of 
three items: (1) the present value of 
its physical property, $130,703,867 ; 
(2) working capital, $10,334,085; 
and (3) “going value inherent in its 
established business and organiza- 
tion,” $15,000,000; that it is plain- 
tiff’s position that it is entitled to earn 
upon its value not less than 7 per cent 
or $10,920,000, and that its net earn- 
ings for the year 1935 were only 3 
per cent or $4,735,817, and its es- 
timated net earnings for the year 
1936 were 3.1 per cent or $4,892,370. 
Counsel further say that if the annual 
charges for depreciation were com- 
puted upon the basis of the original 
cost of the property, as required by 
the “Classification of Accounts pre- 
scribed by the Commission,” the net 
earnings for 1935 and 1936 would be 
but approximately 2.8 per cent upon 
the value of its property. 

On the other hand, defendants’ po- 
sition is that the present value of 
plaintiff's property is not more than 
$120,000,000 and that the Commis- 
sion’s order of August 21, 1936, 
denying plaintiff an immediate in- 
crease in rates, “used as a tentative 
rate base the original cost depreciated 
plus working capital”; that plaintiff's 
valuation of the property at $156,- 
000,000 was based on an estimate 
made by Sloan as to reproduction cost 
depreciated; that this method is er- 
roneous in excluding “original cost 
new and depreciated as a factor in 
fair value’; that “the company has 
violated the principle that original 
cost must be given due consideration 
in the determination of fair value of 
utility property for rate-making pur- 
poses”; that Sloan’s appraisal includ- 
16 P.U.R.(N.S.) 
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ed general overhead expenses of $19,- 
966,416; and according to an affidavit 
this was substantially $7,000,000 ex- 
cessive. 

Defendants further point out other 
items that were included by plaintiff 
in this valuation of $156,000,000, 
which are shown by affidavits filed on 
behalf of defendants to be excessive; 
that Sloan’s appraisal includes a consid- 
erable amount of property that is not 
used nor useful in rendering gas serv- 
ice ; that excluding this property would 
justify an elimination of $4,500,000 
from plaintiff’s valuation; that the 
item $10,334,085, included in plain- 
tiff’s valuation as “working capital” 
should not exceed $7,500,000, as 
shown by the affidavit of Dittmer; 
that the item of $15,000,000 for “go- 
ing value,” included in plaintiff's val- 
uation of its property, is not support- 
ed by any evidence except a statement 
of one of plaintiff’s officers; that this 
item is nearly 10 per cent of plaintiff's 
claimed value, is speculative, and can- 
not be considered in determining 
whether plaintiff’s property is being 
confiscated. 

Plaintiff’s position is that the valu- 
ation of $156,000,000 is justified by 
the evidence in the record; that Sloan 
was a consulting engineer of more 
than thirty years’ experience and had 
been retained by many municipalities 
and Commissions in the United States 
and Canada, as well as by private com- 
panies; that he had some knowledge 
of plaintiff's property, having assisted 
in making an inventory of it some 
twenty years ago; that in making the 
appraisal he worked more than eight- 
een months; that in valuing the com- 
pany’s land he adopted the appraisal 
made by three competent real estate 
16 P.U.R.(N.S.) 


men in Chicago ; that such value, apart 
from structures, was $9,230,557; that 
he also adopted appraisal figures of 
plaintiff’s buildings amounting to $1,- 
106,950, being the estimated cost of 
reproduction, and that the value of 
such buildings depreciated was $929, 
405 ; that these figures were prepared 
by a well-qualified architectural firm 
of Chicago and were incorporated in 
Sloan’s finding. 

Counsel for plaintiff further say 
that plaintiff's property was in part 
built by plaintiff and in part acquired 
through mergers and leases from 
twelve predecessor companies; that 
Stuart J. Barrett, assistant to plain- 
tiff’s vice president in charge of ac- 
counts, prepared an inventory of 
plaintiff’s property showing original 
cost as of January 1, 1936, incurred 
by plaintiff and its predecessor com- 
panies, covering a period of more 
than eighty years, to be $115,752,858, 
of which sum $4,556,121 was the cost 
of land and $111,196,737, cost of 
physical structures and facilities other 
than land; that this property was the 
same property assessed by Sloan; that 
this is all of plaintiff’s property that 
is used and useful in its business of 
supplying gas as a public utility. 
Counsel also point out other affidavits, 
all tending to show that the property 
had a value of $156,000,000. Much 
more is said on this subject, but we 
think it would serve no useful pur- 
pose to analyze it further. 

San Diego Land & Town Co. v. 
National City (1899) 174 U. S. 739, 
758, 43 L. ed. 1154, 19 S. Ct. 804, 
was a proceeding to fix rates that 
should be charged and collected for 
water furnished. The court there 
said: “We are dealing here with an 
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ordinance fixing rates or compensa- 
tion to be collected within a given 
year for the use of water supplied 
to a city and its inhabitants. 

The only issue properly to be de- 
termined by a final decree in this cause 
is whether the ordinance in question, 
fixing rates for water supplied for use 
within the city, is to be stricken down 
as confiscatory by its necessary op- 
eration, and therefore in violation of 
the Constitution of the United 
States.” The court there also said (p. 
754): “But it should also be remem- 
bered that the judiciary ought not to 
interfere with the collection of rates 
established under legislative sanction 
unless they are so plainly and palpably 
unreasonable as to make their enforce- 
ment equivalent to the taking of prop- 
erty for public use without such com- 
pensation as under all the circum- 
stances is just both to the owner and 
to the public; that is, judicial interfer- 
ence should never occur unless the 
case presents, clearly and beyond all 
doubt, such a flagrant attack upon the 
rights of property under the guise of 
regulations as to compel the court to 
say that the rates prescribed will nec- 
essarily have the effect to deny just 
compensation for private property 
taken for the public use.” 

Grand Trunk R. Co. v. Michigan 
R. Commission, supra, was an appeal 
from a decree by three judges deny- 
ing a motion for an interlocutory in- 
junction against an order of the Rail- 
road Commission. The court said: 
“And, as we have seen, the order of 
the Commission was suspensory only 
of the tariff of the appellants, not a 
final determination against it or of the 
conditions which might or might not 
justify it. It is too late in the day to 
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question the competency of a state to 
create a Commission and to give it the 
power of regulating railroads and 
necessarily of investigating the condi- 
tions upon which regulation may be 
directed. If a judicial interference is 
sought with the exercise of such pow- 
er, it must be clearly shown to have 
been transcended, not left as a conclu- 
sion from the balancing of conflicting 
affidavits, or even, it may be, as held 
by the district court, on ex parte af- 
fidavits. Courts are reluctant to in- 
terfere with the laws of a state or with 
the tribunals constituted to enforce 
them. Doubts will not be resolved 
against the law, nor the decision of 
its tribunals prevented or anticipated 
unless the necessity for either be dem- 
onstrated.” (231 U. S. at p. 465.) 

In Wisconsin-Minnesota Light & 
P. Co. v. Railroad Commission 
(1920) 267 Fed. 711, 722, while the 
Commission was engaged in investiga- 
tion of the utility company’s applica- 
tion for increase of rates, it filed suit 
seeking the right to increase its rates 
and enjoin the enforcement of the 
rates then in force on the ground that 
they were confiscatory. The court 
there said: “The pleadings as they 
now stand, and the discussion by 
counsel upon argument, preclude the 
thought that any fact or facts could 
be seized upon by the court as suf- 
ficiently free from doubt and as 
sufficient basis in equity to justify 
the requisite preliminary conclusion. 

the court could not with pro- 
priety award preliminary relief.” 

In Cumberland Teleph. & Teleg. 
Co. v. Tennessee R. & Pub. Utilities 
Commission (1921) 287 Fed. 406, 
409, a bill was filed against the Com- 
mission to enjoin the enforcement of 
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orders of the Commission in reference 
to the maintenance of existing tele- 
phone rates and for an increase of 
rates. The injunction was asked be- 
fore the completion of the hearing be- 
fore the Commission, but was denied. 
The verified bill there alleged that the 
rates were inadequate to yield a rea- 
sonable return. “That since January 
1, 1920, its business has been con- 
ducted at an actual loss; that said ex- 
isting rates are confiscatory and in 
violation of the Fourteenth Amend- 
ment to the Constitution of the Unit- 
ed States.” The motion for an in- 
terlocutory injunction was heard up- 
on the pleadings, affidavits, and coun- 
ter affidavits, including some docu- 
mentary evidence. The court there 
said that although the hearing before 
the Commission had not been com- 
pleted (p. 416): “There is strong 
authority that the utility, upon a 
showing that such reduced rates are 
confiscatory, may be granted an in- 
junction, restraining, upon proper re- 
funding bond, the enforcement of 
such reduced rates pending the con- 
tinuance of the rate-making process.” 

Since the instant case was heard on 
the pleadings and affidavits, we are in 
as good position to determine the 
truth of the matter in controversy as 
were the master and the chancellor. 
And bearing in mind that under the 
law the court should not interfere 
while the Commission, to whom alone 
is delegated the power to fix rates and 


charges, is investigating the matter, 
“unless the case presents clearly and 
beyond a doubt” a flagrant case of 
confiscation and that such a concly- 
sion should not be arrived at “from 
the balancing of conflicting aff- 
davits,” we think the injunction 
should not have been awarded. 

On plaintiff's own showing, it is 
now making an annual net profit of 
more than 3 per cent on its own esti- 
mated value, and it further appears 
from plaintiff's figures that its profits 
are increasing. Courts take judicial 
notice of the great depression during 
recent years. Straus v. Chicago Title 
& Trust Co. (1933) 273 Ill. App. 63; 
Atchison, T. & S. F. R. Co. v. United 
States (1932) 284 U. S. 248, 76 L. 
ed. 273, 52 S. Ct. 146. It is also 
common knowledge that times are 
much improved over a few years ago 
and that the trend of business is up- 
ward. And since no contention is 
made that the Commissioners were 
unreasonably delaying the hearing, 
and also bearing in mind that public 
officials are presumed to perform 
their duties expeditiously, we think 
the chancellor was in error in entering 
the decree for a temporary injunction. 

The decree of the circuit court of 
Cook county is reversed. 


Decree reversed. 


Matchett, P. J., and McSurely, J., 
concur. 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


L. Horowitz Matzoth Bakery, Incorporated 


The New York Edison Company, 


Incorporated 


[Case No. 8918.] 


Discrimination, § 243 — Service rule — Effect of subsequent modification. 


1. A determination by the Commission that a rule or regulation is unjust 
and unreasonable is not tantamount to a determination that a customer 
complaining against the operation of the rule was discriminated against 
when he was required to comply with the rule prior to such determination, 
p. 397. 


Discrimination, § 209 — Electric service — Application of service rule — For- 
bearance by utility. 


2. Failure by an electric utility company to compel a customer completely 
to comply with a service rule relating to conversion of equipment from 
direct current to alternating current operation, when such forbearance is 
in conformity with the company’s uniform practice, does not result in 
discrimination, assuming that any question of discrimination in favor of 
the customer is relevant to the inquiry when the customer complains that 
the utility has discriminated in applying the rule, p. 398. 


Service, § 321 — Electricity — Direct and alternating current — Statutory re- 
quirements. 


3. A statutory provision (Transportation Corporations Law, § 12) that 
upon written application an electric corporation shall supply electricity is 
not a statutory specification of the character or type of electric service 
to be furnished, and such reasonable rules and regulations as have been 
made by the utility in furtherance of its policy of changing from direct 
to alternating current may properly be considered in connection therewith, 
p. 399, 


Reparation, § 11 — Commission jurisdiction — Customer's expense for changing 
equipment. 

4. The Commission has no authority to make a determination concerning 

the duty of an electric utility corporation to pay to a customer an amount 

expended by the customer for changing equipment from direct current to 

alternating current operation under a rule against which the customer com- 
plains, p. 400. 

[December 1, 1936] 
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ye mgs by electric customer against alleged discrimination 
with respect to services, practices, and facilities of an 
electric utility; proceeding discontinued. 


APPEARANCES: Joseph A. Lenn, 
New York city, Attorney for the com- 
plainant; Whitman, Ransom, Coulson 
& Goetz (by Colley E. Williams), 
New York city, Attorneys for the 
New York Edison Company, Inc.; 
Robert T. Oldfield, Senior Electrical 
Engineer, Public Service Commission, 
New York city. 


To the Pusitic Service ComMmIs- 
SION: Pursuant to the direction of 


the Commission a hearing in the above 
matter was had before me at the New 
York office of the Commission on Sep- 
tember 4 and September 14, 1936, the 
appearances being as above stated. 


After the close of the hearing, briefs 
and reply briefs were filed by the re- 
spective parties. The proceeding was 
instituted by order adopted on August 
12, 1936. 

The complaint has reference to the 
alleged discrimination of the respond- 
ent in connection with the furnishing 
of electric service to the fifth floor 
of the building of the complainant 
located at No. 19 Ludlow street, bo- 
rough of Manhattan, New York city. 
The complaint which was made on or 
about January 22, 1936, was informal 
in its nature and alleged in substance 
that the respondent refused to furnish 
direct current service to the fifth floor 
of said building at No. 19 Ludlow 
street, New York city. 

It appears that at the time the com- 
plaint was made the complainant was 
engaged in the matzoth baking busi- 
16 P.U.R.(N.S.) 


sd 


ness at the location in question. It 
appears that the complainant’s busi- 
ness season consists of a period of ap- 
proximately ten weeks during the 
course of any given year, which ten 
weeks usually run from January to 
March or April (S.M. 9). At the 
time the complaint was made, the com- 
plainant was occupying the second 
floor of said building and was con- 
templating moving its equipment to 
the fifth floor thereof and also instal- 
ling certain additional equipment on 
said fifth floor. The complainant was 
then being furnished with direct cur- 
rent service at the second floor of said 
building, and, being desirous of having 
a supply of direct current on the fifth 
floor of said building, consulted the 
New York Edison Company, Inc., 
with reference to securing such supply 
(S.M. 7, 8). The complainant's 
premises at that time contained a 
building riser which extended only up 
to the second floor of said premises 
(S.M. 9). 

The respondent at first refused to 
supply such service to the complain- 
ant as it was believed at the time that 
the capacity of the existing service 
feeders and building riser would not 
be sufficient to carry the amount of 
current that would be required to op- 
erate both old and new equipment and 
that under such circumstances any at- 
tempt to comply with the complain- 
ant’s request would be at variance 
with the respondent’s rules and regu- 
lations hereinafter referred to (set 
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Exhibit No. 28). However, after an 
investigation had been made it was 
discovered that the capacity of both 
the service feeders and the building 
riser was in excess of the estimated de- 
mand and it was therefore stated by 
the respondent that both new and old 
installations when installed on the 
fifth floor might be supplied with di- 
rect current service provided that no 
additions to the existing building riser 
should be made but that the service to 
be furnished to the fifth floor should 
be furnished through circuits attached 
to and emanating from the existing 
building riser, which, as before stated, 
terminated on the second floor (see 
letter of January 30, 1936, Exhibit 
No. 12). 

Under date of February 11, 1936, 
The New York Edison Company, 
Inc., addressed a letter to the Com- 
mission with reference to this com- 


plaint which in substance stated that 


said company’s representative had 
called at the address of the complain- 
ant and found that the customer had 
extended his existing direct current 
building riser from the second floor 
to the fifth floor and that by virtue of 
this extension of the building riser, a 
violation of the rules and regulations 
had been made by the complainant and 
The New York Edison Company, 
Inc., therefore would not supply direct 
current service as previously stated 
(Exhibit No. 16). 

The position thus taken by the re- 
spondent respecting this customer’s 
requirements for direct current serv- 
ice on the fifth floor of its building 
was stated by Mr. E. F. Jeffe, assist- 
ant vice president of the respondent, 
to be in accordance with the respond- 
ent’s rules and regulations as set forth 
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in booklet form and filed with the re- 
spondent’s rate schedules. A copy of 
such rules and regulations was re- 
ceived in evidence (Exhibit No. 2). 
The particular rule applicable to this 
customer’s situation, in effect at the 
time of the transactions here in ques- 
tion, is as follows (Exhibit No. 2, 
page 14, the term “nonstandard serv- 
ice’ as used therein meaning the same 
as direct current service) : 

“A customer located in or moving 
into a building supplied with non- 
standard service may be supplied with 
such nonstandard service only to the 
extent that such service can be ren- 
dered to him without additions to, re- 
inforcements of, or alterations to the 
company’s facilities or the service 
equipment or building risers.” 

The above rule or regulation had 
been adopted by the respondent in 
connection with its policy established 
some years ago of substituting alter- 
nating current service for direct cur- 
rent service, which policy is referred 
to as its “change-over”’ policy. 

That the above-mentioned exten- 
sion of the building riser from the 
second floor of the complainant’s 
premises to the fifth floor thereof con- 
stituted a violation of the above rule 
or regulation appears to be conceded 
by the complainant. 

In its letter of February 11, 1936, 
above referred to (Exhibit No. 16) 
The New York Edison Company, 
Inc., also advised the Commission that 
said company had entered into an 
agreement with the complainant (Feb- 
ruary 7, 1936, Exhibit No. 1) where- 
by the complainant would at its own 
expense immediately cut over approx- 
imately 30 horsepower of direct cur- 
rent motors for alternating current 
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operation and would before April 20, 
1936, replace 30 horsepower more of 
direct current motors with alternat- 
ing current motors and that in con- 
sideration of the customer changing 
his motors over from direct current to 
alternating current, The New York 
Edison Company, Inc., would permit 
the complainant temporarily to con- 
tinue the use of direct current service 
and would give the complainant time 
to make a complete cut-over as set 
forth in said agreement; and The 
New York Edison Company, Inc., 
would further install at its own ex- 
pense the necessary building riser to 
accommodate the alternating current 
service. 

The company promptly complied 
with its agreement to install the alter- 
nating current service riser (S.M. 58) 
and the complainant complied with its 


agreement to the extent of converting 
direct current service equipment to- 
taling approximately 30 horsepower, 
which it had agreed to convert imme- 


diately (Exhibit No. 1). In convert- 
ing this equipment the complainant 
expended the sum of about $1,700 
which it now seeks to recover back 
and for which, if not paid, it proposes 
to bring suit against the company 
(Exhibit No. 25). 

Thereafter the company instituted 
the furnishing of alternating current 
service to so much of the equipment 
as had been changed over (S.M. 58) 
and continued the furnishing of direct 
current service to the remainder of the 
equipment which had not been 
changed over. This service of alter- 
nating current and direct current was 
continued until June, 1936, at which 
time it was discontinued for nonpay- 
ment of bills (S.M. 60). 


16 P.U.R.(N.S.) 


On March 19, 1936, when the com- 
pany had completed all of the work to 
be performed by it under the agree- 
ment of February 7, 1936, and when 
the customer had completed the work 
which, by the agreement was to be im- 
mediately performed by it, and service 
was being furnished as aforesaid, the 
Commission made a determination in 
its Case No. 8598, McConville v. New 
York Edison Co. that the company’s 
rules and regulations “in so far as 
they restrict direct current service to 
the capacity of the building risers” 
were unjust and unreasonable and di- 
rected the company to eliminate from 
such rules and regulations any limi- 
tation on the furnishing of direct cur- 
rent service based on the capacity of 
the building risers. 

Pursuant to the Commission’s de- 
cision in the McConville Case, the 
company amended its rules and regu- 
lations contained in the booklet here- 
inbefore referred to (Exhibit No. 2), 
by eliminating from the rule herein- 
before quoted, the words “or the serv- 
ice equipment or building risers” (S. 
M. 66). 

On April 1, 1936, or within about 
eleven days subsequent to the Com- 
mission’s order in the McConville 
Case, inasmuch as the company had 
already made expenditures for the in- 
stallation of alternating current risers 
on the complainant’s premises suffi- 
cient to take the entire installation on 
an alternating current basis, the com- 
plainant was advised by the company 
that the company would stand the ex- 
pense of cutting over the remainder 
of the direct current equipment owned 
by the complainant (S.M. 77). The 
complainant was also advised that the 
company would, as an alternative, con- 
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tinue to supply the dual alternating 
current service and direct current 
service which had been provided for 
on a temporary basis under the agree- 
ment of February 7, 1936 (Exhibit 
No. 1), if the complainant should so 
eect (S.M. 80). This offer, how- 
ever, was refused by counsel for the 
complainant, who stated that the only 
way in which the matter could be ad- 
justed was by reimbursing the com- 
plainant for the moneys that it had 
expended on the partial cut-over (S. 
M. 81). 

The company refused to make re- 
imbursement to the complainant on 
the ground that the provisions of the 
agreement of February 7, 1936 (Ex- 
hibit No. 1), pursuant to which the 
complainant had made its partial cut- 
over, were in accordance with the 


company’s rules and regulations which 
were in effect at the time the partial 


cut-over was made; that while such 
rules and regulations were in effect, 
they were applied uniformly to all cus- 
tomers similarly situated; and that to 
reimburse the complainant for expen- 
ditures made by it in compliance with 
such rules and regulations, would 
amount to a discrimination in favor 
of the complainant and against other 
customers who under like circum- 
stances had borne the cost of convert- 
ing their direct current equipment to 
standard alternating current equip- 
ment (S.M. 64, 65, 75, 78, 95; Ex- 
hibit No. 25). In this connection it 
was stated by Mr. Jeffe that the num- 
ber of customers who had been finan- 
cially affected by the application of 
the rule in question when it was in 
force and effect “would run into many 
thousands” (S.M. 97). 

The allegations of the company as 
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to lack of discrimination in the appli- 
cation of the company’s rules and reg- 
ulations which were in effect at the 
time the partial cut-over was made, 
are supported by the evidence. There 
is no evidence to the contrary. 

The question of whether the com- 
pany’s rule or regulation restricting 
direct current service to the capacity 
of the building risers was reasonable 
or unreasonable, is not now before 
the Commission for determination. 
That question has been decided by the 
Commission in the McConville Case 
above referred to, and the rule or reg- 
ulation relating to building risers has 
been eliminated pursuant to the Com- 
mission’s order. 

[1] The sole question presented 
for determination in this proceeding 
is whether the company discriminated 
against the complainant in the appli- 
cation of the rule when it was in full 
force and effect. 

The determination in the McCon- 
ville Case that the rule or regulation 
was unjust and unreasonable is not 
tantamount to a determination that 
the complainant herein was discrimi- 
nated against when it was required to 
comply with the rule prior to such de- 
termination. See Murphy v. New 
York C. & H. R. R. Co. (1915) 170 
App. Div. 788, 156 N. Y. Supp. 49, 
aff'd. (1919) 225 N. Y. 548, 122 
N. E. 700. 

Inasmuch as the evidence shows 
that the rule or regulation, while in 
effect, was uniformly applied to the 
complainant and all other customers 
similarly situated, there was no dis- 
crimination. 

The case of Public Service Commis- 
sion v. Iroquois Nat. Gas Co. (1919) 
189 App. Div. 545, P.U.R.1920B, 


16 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


888, 179 N. Y. Supp. 230, aff'd 
(1920) 229 N. Y. 592, 129 N. E. 
921, cited at page 14 of the complain- 
ant’s brief, is not in point. In that 
case the gas company had made an 
outright and complete refusal of gas 
service to certain persons while other 
persons similarly situated were being 
supplied with gas service. That case 
did not involve any question of the 
gas company’s right to determine the 
character or type of service to be sup- 
plied, but involved only the question 
of whether the gas company could re- 
fuse service to certain persons when 
it was concededly supplying service 
to other persons similarly situated. 
The court held that the gas company’s 
action in refusing service was discrim- 
inatory. 

In the instant case there is no re- 
fusal to furnish service, nor is there 
any proof of discrimination. On the 
contrary it appears that The New 
York Edison Company, Inc., stands 
ready to supply the complainant with 
electric service adequate to the com- 
plainant’s demand in accordance with 
the company’s existing rules and reg- 
ulations which are applicable to all 
other customers similarly situated 
(S.M. 64). 

[2] The additional question was 
raised as to whether the company had 
not acted in disregard of its rules and 
regulations when in the agreement of 
February 7, 1936, it consented to post- 
pone until April 20, 1936, the con- 
version of one half of the complain- 
ant’s direct current equipment (S.M. 
123-126). 

In this connection it seems to be 
urged not that the company violated 
its rules and regulations in requiring 
the customer to take alternating cur- 
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rent service, but that the violation, if 
any, consisted in failure to compel 
complete compliance forthwith, and it 
would seem that the discrimination, jf 
any, was in favor of the complainant 
in that the complainant was allowed 
about two months within which to 
complete the cut-over. 


Mr. Jeffe explained that the custom- 
er had represented that to effect the 
complete cut-over immediately would 
interfere with its production, and that 
in this case, as in all other similar 
cases, the company extended to the 
customer the consideration of tempo- 
rarily supplying nonstandard direct 
current service as long as such delay 
would not interfere with or retard the 
general cut-over program of the com- 
pany. Mr. Jeffe testified that it is a 
consideration that the company “has 
always extended to customers simi- 
larly situated” (S.M. 95, 128). 

Mr. Jeffe also stated, however, that 
after the Commission had determined 
as of May 27, 1936, in the case of O. 
K. Bottling Co. v. New York Edison 
Co. (P. S. C. Case No. 8755), that 
the supplying of temporary direct cur- 
rent service to customers other than 
contractors and subcontractors was 
not provided for by the company’s 
rules, the company had discontinued 
the practice of supplying such tempo- 
rary service to customers having the 
status of the complainant (S.M. 128, 
142). 

The agreement between the com- 
pany and the complainant herein (Ex- 
hibit No. 1), under which the com- 
plainant was allowed until April 20, 
1936, to complete the cut-over, was 
made on February 7, 1936. The Com- 
mission’s decision in the O. K. Bot- 
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tling Company Case was not made, as 
above indicated, until May 27, 1936. 

It appears, therefore, that the per- 
mission granted to the complainant on 
February 7, 1936, to postpone the 
conversion of a portion of its direct 
current equipment to a date which 
would result in a minimum of inter- 
ference with the carrying on of the 
complainant’s business, was in con- 
formity with the company’s uniform 
practice prevailing at that time, and 
that no discrimination in favor of the 
complainant resulted,—assuming that 
any question of discrimination in fa- 
vor of the complainant is relevant to 
the present inquiry, as I think it is not. 

Counsel for the complainant (p. 9 
of brief) calls attention to § 12 of 
the Transportation Corporations Law 
and seems to contend that under that 
statute, and under the circumstances 
of the present case, the company is 
required to supply direct current serv- 
ice to the complainant herein; and at 
the conclusion of his brief counsel 
asks that the company be directed to 
supply such service to the complain- 
ant at the fifth floor of its building at 
No. 19 Ludlow street. 

It may be remarked in passing that 
no such question as this was litigated 
upon the hearing, and naturally so, 
for a large part of the complainant’s 
equipment had been cut over for al- 
ternating current service, and in so 
far as it had not been cut over the 
respondent had expressed its willing- 
hess to continue the supply of direct 
current service thereto under its rules 
and regulations as amended pursuant 
to the decision in the McConville Case 
(S.M. 80). 

[8] Said § 12 of the Transporta- 


tion Corporations Law, so far as ma- 
terial here, is as follows: 

“Upon written application of the 
owner or occupant of any building 
within one hundred feet of any main 
of a gas corporation or gas and elec- 
tric corporation, or a line of an elec- 
tric corporation or gas and electric 
corporation, appropriate to the service 
requested, and payment by him of all 
money due from him to the corpora- 
tion, it shall supply gas or electricity, 
as may be required for lighting such 
building.” 

It has been held, however, that said 
§ 12 of the Transportation Corpora- 
tions Law is not a statutory specifica- 
tion of the character or type of elec- 
tric service to be furnished by an elec- 
tric corporation and also that such 
reasonable rules and regulations as 
have been made by the respondent in 
furtherance of its “change-over”’ poli- 
cy may properly be considered in con- 
nection therewith (Earl Carroll Real- 
ty Corp. v. New York Edison Co. 141 
Misc. 266-268, P.U.R.1931E, 297, 
252 N. Y. Supp. 538; Shroder & Kop- 
pel v. New York Edison Co. P.U.R. 
1929E, 257; Elmsbury Houses v. 
New York Edison Co. [1934] 4 
P.U.R.(N.S.) 337; Teiger v. New 
York Edison Co. [1935] 8 P.U.R. 
(N.S.) 129; O. K. Bottling Co. v. 
New York Edison Co. P. S. C. Case 
No. 8755, Report of Hearing Exam- 
iner approved May 27, 1936). In- 
deed, that the duty contained in § 12 
“is not an unqualified one” is con- 
ceded by counsel for the complainant 
at page 10 of his brief herein. In one 
of the rules and regulations, which it 
seems to me would be applicable here, 
it is provided that if in any location 
(building or premises) expense has 
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been incurred to change from non- 
standard direct current service to 
standard alternating current service as 
to any space therein, such space will 
not be supplied with nonstandard di- 
rect current service at a later date “‘ir- 
respective of the availability and/or 
capacity of the company’s nonstand- 
ard service facilities at that location.” 
That the said regulation is a reason- 
able one and not inconsistent with the 
laws of the state (Carricott v. New 
York State Railways [1918] 223 N. 
Y. 9, 119 N. E. 94) has been held by 
the Commission in the case of Teiger 
v. New York Edison Co. supra. 

Just why counsel for the complain- 
ant seeks to rely upon § 12 of the 
Transportation Corporations Law is 
difficult to understand, in view of the 
fact that a substantial part of the com- 
plainant’s equipment has been cut over 
for alternating current purposes, so 
that direct current could not be fur- 
nished thereto, and in view of the fact 
that counsel concedes that “the duty 
contained in § 12 is not an unqualified 
one”; and also in view of the fact that 
said section provides that as a condi- 
tion precedent to the furnishing of 
service thereunder all moneys due 
from the customer to the corporation 
must be paid. In the instant case it 
appears that in the month of June, 
1936, service to the complainant’s 
premises was discontinued for non- 
payment of bills aggregating about 
$300 and that an action to recover said 
amount has been brought and is now 
pending in the New York municipal 
court (S.M. 71). While this latter 
objection could of course be removed 


by payment of the amount due, the 
fact is that it has not been removed, 
and in view of the fact that the peti- 
tioner relies upon § 12, it seems nec- 
essary to call attention to the present 
situation in the respect mentioned. 

[4] From a consideration of the 
entire record it is plain that counsel 
for the complainant does not really 
desire an order requiring the company 
to furnish direct current service to 
the equipment on the fifth floor of 
complainant’s building, but that what 
he really desires is a determination by 
the Commission which he_ thinks 
would be of assistance to him in an 
action which he contemplates bring- 
ing against the company for the re- 
covery of the $1,700 hereinbefore re- 
ferred to (S.M. 89, 160). But I do 
not think that under the law the Com- 
mission has the authority to make 
such an order or to grant such relief. 
See Purcell v. New York C. R. Co. 
(1935) 268 N. Y. 164, 10 PUR 
(N.S.) 400, 197 N. E. 182; Murphy 
v. New York C. & H. R. R. @ 
(1915) 170 App. Div. 788, 793, 156 
N. Y. Supp. 49; aff’d. (1919) 225 N. 
Y. 548, 122 N. E. 700. 

For the foregoing reasons I am of 
the opinion that the proceeding herein 
should be discontinued and the case 
closed on the records of the Commis- 
sion. Transmitted herewith is a form 
of order accordingly. 

Respectfully submitted, 

Harry M. Chamberlain, 
Assistant Counsel. 


Approved by the Commission, De- 
cember 1, 1936. 
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iS 500.000 CUBIC FOOT GAS HOLDER AGAINST CORROSION 














@ When 65 to 70 tons of sheets and plates 
are required for an installation, it’s impor- 
tant that the “right” metal be used in 
order to insure long life and protection 
of the investment. 


That’s why Toncan Iron was selected and 
used for this 500,000 cubic foot gas holder 
—it’s the “right” metal to use for lasting 
service and low maintenance cost. 


This alloy of refined open-hearth iron, 
copper and molybdenum offers greater 
resistance to rust than any other ferrous 
material in its price class—makes Toncan 
Iron the economical material in the long 
run for most types of structures. 


The complete story of Toncan Iron—why 
it resists corrosion, how well it performs in 
service and how easy it is to fabricate with 
no material effect on its rust-resistance —is 
told and illustrated in “The Path to Perma- 
nence.” A copy will be sent upon request. 


REG.U.S.PAT.OFF. 





Republic Steel 


CORPORATION 


GENERAL OFFICES:--CLEVELAND, OHIO 
writing Republic Steel Corporation (or Truscon Steel Company) for further information, please address Department PF. 


COPPER 
MO-LYB-DEN-UM 


IRON 


Republic produces a sheet for every 
degree of corrosion - resistance — plain 
carbon steel, copper-bearing steel, cop- 
per-bearing iron, Toncan Copper Molyb- . 
denum Iron and Enduro Stainless Steel. 
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11 Units Combined Capacit 











Eleven units similar to this ordered recent- 
ly for central station service have a com- 
bined capacity of over 4,000,000 Ib. of 


steam per hour. 











THE BABCOCK & WILCOX COMPANY . . . 85 Liberty Street . . . Néw York, N. Y. 


BABCOCK & WILCOX 
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RMORED CABLE © BUILDING WIRE AND FLEXIBLE CORDS © RADIO WIRES 


CRESCENT 
SERVICE ENTRANCE CABLE 


Meets a Popular Demand 


~« Tinned annealed copper conductors 
~< 30%, long-life rubber insulation 


~< Colored weatherproof flame retarding cotton braid 


~< Concentric tinned copper neutral conductors 


~< Flat galvanized steel armor 


~< Double moistureproof tape belt 


< Weatherproof saturated heavy cotton braid 


«<<. Flame retarding finish suitable for painting color of 
supporting surface 





All types of Building Wire and all kinds of Special Cables to meet A.S.T.M., A.R.A., 
.P.C.E.A., and all Railroad, Government and Utility Companies’ specifications. 


Underwriters 
Laboratory 
Type SE 
Style ABN 
BARE WIRE @ CRESFLEX NON-METALLIC SHEATHED CABLE © MAGNET WIRE © 
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Inside Information 
On The Burnham Gas Boiler 


S much stress is put these days on 

dolling up boilers to make them 
look good, that their make-good is all 
too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good is so good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 
and check up, records of its economy 
performance in the field. A perform- 
ance that has lived up to the shop test, 
unbelievable as that may seem. 


Send for catalog. Get the facts. See 
for yourself. 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 


ebruary 
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The following, as well as other 
highly desirable characteristics of 
Pennsylvania Transformers, result 
in greater reliability, longer life and 
lower maintenance costs, as proven 
by actual records of performance in 
industrial service throughout the 


country. 


Safety during overloads 


Pennsylvania Transformers can safely carry heavy overloads so character- 
istic of industrial service. The open type coils are treated in varnish (not 
compound) and hence maintain their full mechanical and electrical strength 


under highest temperatures. 


Ability to stand short circuits 


Short circuit stresses are practically eliminated, because the coil is CIRCU- 
LAR in shape and BALANCED—radially and axially—against movement or 
distortion. 


Pennsylvania Transformer Co., 1701 Island Ave., N. S., Pittsburgh, Pa. 
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Another Avenue For Economy 








DOORS THAT 





Easily and Conveniently 


.» «Saving Space... 
and More Durable 


Lower fares have made it necessary for Transit Companies to put every possible 
economy into effect. And they have found in Kinnear Rolling Doors a real ave- 
nue for savings. Rolling UPWARD Kinnear Doors open or close easily, rapidly 
and conveniently the year around. Never sag, stick or bind. They're out of the 
way, requiring no wikis floor or wall space. Heat is conserved! Labor-time is 
saved! And above all Kinnear Doors are constructed to stand the "gaff" of hard 
use as well as to give maximum protection against weather, fire or intrusion... 
doors that cost less to operate and maintain. The advantages they afford can 
be equally beneficial in any other public utility building. Ask for recommenda- 
tions on how they can cut your doorway costs. 


Offices and Agents In All Principal Cities 


THE KINNEAR MANUFACTURING COMPANY 
2060-80 FIELDS AVE. COLUMBUS, OHIO 


INNEAR 


ROLLING c'voo DOORS 
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THIS FREE 
BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 


Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 


More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 


In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 





ONE 
OF 


71 


CUSTOM MADE 
PRODUCTS 


BOILER 
SEAL 


A heavy asbestos 
reinforced paste for 
brick boiler settings. 
Over 40,000 pounds 
sold to one power 
company. Remains 
elastic. Will not 
crack. Available in 
red and black. 





The Tropical Paint & Oil Company 


1100-1300 W. 7Oth Street 


Cleveland, 
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Cutting A Bad Debt Lass 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 


connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this pie 
system offers your organization? Simply write Dictograph—580 Fifth pn 
Avenue, New York City, for full information—No obligation, of course! 


DICTOGRAPH - TELEMATIC 
| ie) 
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160 Foot Candles 


PERMAFLECTOR 
BUILT-IN DIRECT LIGHTING 


Modern illumination for modern stores. Efficient In the jewelry store illustrated above, an intensity 
direct lighting from concealed sources. Recessed of 160 foot candles is produced on the display cases. 
Permaflectors control the light, delivering high in- Permaflector Built-In Direct Lighting offers the pub- 
tensity illumination to the merchandise without any lic utility a modern lighting system that is a real 
glare and with no feeling of excessive brightness. load builder. Recommend it to your customers. 
Write today for a copy of our 4-page folder on 
Permaflector Built-In Lighting 


PITTSBURGH REFLECTOR COMPANY 


| Pinsburah ) 


OLIVER BUILDING [<2 | PITTSBURGH, PA. 


se thie A 
| Permaflector # 
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Lasts Longer 
Filters Better 


Produced by a _ patented, controlled 
process ... combining a highly absor. 
bent and active iron oxide with a ge 
lected wood filler that presents maxi- 
mum surface area and insures a more 
open bed, because there is less packing } 
down or breaking up of the material, 
Connelly Products: Unmixed Iron . ° ‘ 
Oxide, Regulators for District, Sta- Its extra high capacity and sustained | 
tion, Service or Appliance — Back a ° 
Pressure Valves —Caloroptic BTU activity definitely lowers your cost of 
Indicators—H2S Testers—-U-Gauges - ? 
=amyly Mereury Loaders—Distribu- gas purification over the long term, 
tion Supplies. — s y 
Write for Bulletin No. 100-B-1. 


CONNELLY Governor COMPANY 








& owt eT OKER® 
ate doing es 


@ Stowe Stokers with their compensating a reat 
end air seals—unrestricted fuel selection—and much reduced 
ash pit losses—are demonstrating their superiority—give 
highest overall efficiencies on any coal. Customers are placing 
repeat orders. Investigate the advantages that only Stowe 
Stokers can give you. Full details on request. 


THE JOHNSTON & JENNINGS CO. 

977 Addison Road Cleveland, Ohio 

Engineering and Sales — in the Principal Cities 

Stowe Stokers five you * Coe No. 10 is complete 
e 


greatest possib ee with 14 4 Sa ~ 29 
over fluctuating coal prices. end for one. 


— 
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We Bespeak CoopeERATION 





| RESULTS OF PROGRESSIVE 

| Ufmities: 

To the left: Original light- 
ing averaging 6 foot 
candles, spotty, glar- 
ing light. 


'Below: New lighting 
averages 65 foot can- 
dles of soft, shadow- 
less, better illumina- 
tion, wattage in- 
creased five times. 





BEFORE 





PROGRESSIVE 
UTILITIES— 
have concentrated on 
sale of Guth Indirect II- 
luminating Equipment 
with large load in- 
crease and more satis- 
fied lighting customers. 


Increased Loads 


More 
Satisfied Customers 


AFTER 


SPECIALIZING IN “BETTER LIGHTING” 
She FOWIN FE. Guind COMPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 
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SANGAMO TYPE L-2 METERS SINGLE DISK 


The Type L-2 two-element meters com- 
prise two complete electro-magnetic 
elements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ience in installation with a minimum of 
space requirements. Electrical char- 
acteristics meet all the requirements 
for modern meter accuracy and per- 


formance. 


TWO-ELEMENT METERS 


TYPE L-2-S 


TYPE L-2-A 


Modern Meters for Modern Loads! 


w- ECy We kem 3 i omg a tommmedel i y-U. Bi 


SPRINGFIELD, ILLINOIS 





* %* DELTA-STAR 


Air Break Switches up to 287 K. V. 
Boxes—Underground Cable 

Bus Bar Clamps—2, 3 & 4 Bolt Type 
Bus Supports—Indoor and Outdoor 
Bushings—High Voltage Entrance Tube 
Cable Supports—110, 220 and 600 volts 
Circuit Breakers—Oil-Blast Type 
Clamps—Non-ferrous Bus Bar 
Connectors—Clamp and Solder Type 
Control Switches—For Switchboards 
Crane Rail Supports—Steel Mill 
Cross Arm Switch Frames 
Disconnecting Switches—All Types 
Distribution Centers 

Distribution Connectors 

End Belis—Cable, Conduit 

Expansion Joints—Bus 

Fittings—Pipe ‘“‘UNICLAMP” 

Fuse Mountings, Indoor and Outdoor 
Fuse Switch Combinations 

Fuses, up to 132,000 Volts 
Grounding Switches 

Group Operated Switches, All Types 
Insulators—Switch and Bus Support 
Tugs—Solder and Solderless 





PRODUCTS x x 


Metal-Clad Switchgear 

Motor Operated Switches 

Oil Circuit Breakers—Oil- Blast 

Oil Filled Cable Terminators 

Pipe Fittings—“‘UNICLAMP’’ 

Pole Top Switches, up to 287 K. V. 
Potheads—Indoor and Outdoor 
Receptacles and Plugs, 600 Volt 
Roof Entrance Bushings 

Rural Line Switches 
Steel—Substation, Switch Frames 
Substations—Outdoor, Every Voltage 
Supports—Bus for Indoor, Outdoor 
Switches—Air Break, All Voltages 
Switchgear—Metal-Clad 

Switch Houses—Outdoor 

Switch Mounting Steel Frames 
Switch Operating Sticks 

Tee Connectors—Clamp, Solder 
Terminal Lugs—All Types 
Tongs—High Voltage Fuse 
Tubes—High Voltage Entrance 
Vault Units—Waterproof 

Vertical Break Switches—Up to 287 K. V. 
Vertical Lift Switchgear 


DeWa-Star QQ) Electric Ge 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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WHAT HAPPENED 
at 9 this morning ? 


ID voltage fluctuate? Was it too low? 
; Too high? These and other condi- 
ons are faithfully recorded on the Bristol's 
rt. There is no need for guessing. You 
pow what is taking place every moment 
the day. 
en the slightest change is revealed—de- 

ed and accurately measured by the 
sitive Bristol’s Recording Voltmeter. 


NEW FEATURES! 


pisture- proof, fume-proof, dust-proof 
eof corrosion-resisting aluminum alloy. 
ight fitting, rubber gasketed door. 

ill greater sensitivity. 

nterchangeable, sturdy yet sensitive mea- 

pring element, with safety locking device 

br protection during transit. 

verted pen arm, with renewable chro- 

hlium-plated tip and micrometer zero ad- 

istment. 

ew “fine line” platinum point pen. 
itteous enamel zero coefficient resistors 
minimizing heating errors. 

elechron or spring-driven clock. 


HE BRISTOL COMPANY, WATERBURY, CONN. 
inch Offices: Akron, Birmingham, Boston, Chicago, 
toit, Los Angeles, New York, Philadelphia, Pittsburgh, 

Louis, San Francisco, Seattle. Canada: The Bristol Com- 
ny of Canada, Limited, Toronto, Ontario. England: 
istol’s Instrument Company, Limited, London, N.W. 10. 


RISTOL'S 


IONEERS IN 


PROCESS CONTROL SINCE 


iM) 
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RT 
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H YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 

















New flat HESPEED///LALROD 
UNIT— 


Flat cooking surface gives more con- 


tact for utensils! 


Provides greater 
cooking speed with 


less current. 


Get the facts now! 


ELECTRIC RANGES §(] 


A. J. LINDEMANN & HOVERSON CO., Milwaukee, Wis. 
New York Chicago San Francisco 


a 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





ebruary 18, 1937 Public Utilities Fortnightly 


are . 4 
“ a ‘ 
; oo ON ak 
; ge ae A 
tea . Bo ae 3 = vie ¥ 
3 ° 4 : i Saw 
s : =e 
£3 = = & a 
oe ; - £7 fief 
3. oa. . ta a 1 
‘ fa ’ ae 
ae rm bs 
. a n'a 
‘ 
E 
r 











Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation . . . production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE [229 Serves A Nation! 
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Republic Steel Corp. Building 
Largest Steel Plant 


F outstanding importance in the work 
O now actively under way by the Repub- 
lic Steel Corporation is the new hot strip mill 
at Cleveland. This will be the largest steel 
plant in the world. Originally it was intended 
that it would be a 96-inch mill, but subse- 
quently the size was increased to 98 inches, 
so that the widest strip in the world will be 
rolled at this new plant which will be com- 
pleted about midsummer, according to the 
Wall Street Journal. 

Other construction which will result in addi- 
tional capacity, greater efficiency, and lower 
costs includes a 44-inch blooming mill, a 76- 
inch tandem cold strip mill, a 76-inch four-high 
cold strip mill and a 54-inch two-high cold 
strip mill, all in the Cleveland district, as well 
as a tandem cold tin mill at Niles, Ohio, and 
a 42-inch four-high hot strip mill at Warren, 
Ohio. The latter is being rebuilt. 


Arkansas Utilities Plan 
Line Extensions 


110,000-volt transmission line between 
Parkin and Osceola will be built by the 
Arkansas Power & Light Company at a cost 
of $200,950. The Arkansas Corporation Com- 
mission has authorized the extension. The 
Arkansas-Missouri Power Company will build 
a line from Osceola to Blytheville. The total 
expenditure will exceed $300,000. 


Spring Lamp Campaign 
Now under Way 


or the first time since the active promo- 
tion of I. E. S. lamps was started, manu- 
facturers are engaging in a spring promo- 
tional and advertising campaign. More than 
$50,000 will be spent by sponsors of the 
lamps, tested and approved by the Illuminating 
Engineering Society, in national magazines and 
other publications during February and March. 
The Westinghouse Electric and Manu- 
facturing Company and the General Electric 
Company, moving spirits in the promotional 
campaign, recently held a combined educa- 
tional exhibit in connection with the New 
York lamp show. Light meters, which re- 
tailers are expected to use in conjunction with 
printed material to be furnished by the com- 
panies, will be featured in all advertising in 
the spring campaign. 
Heretofore, the lamp manufacturers have 
confined promotional campaigns to the more 
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active fall lamp season. Last year, they Spent 
$100,000 on such advertising. This year, with 
an increase of 50 per cent in the appropria- 
tion, they expect to spend $50,000 on the spring 
drive and $100,000 on the fall campaign. The 
national advertising done by the lamp and 
bulb manufacturers is to be supported by local 
campaigns run in newspapers by individual 
retailers. 


Utility Credit Executives 
Plan Chicago Meeting 


gp utility credit men have scheduled a 
series of meetings during the forthcom- 
ing Seventh Credit Congress of Industry, 
which will be held in conjunction with the 42nd 
Annual Convention of the National Associa- 
tion of Credit Men, at the Hotel Stevens, 
Chicago, Illinois, June 21-25, 1937. 

R. W. Forwood, Consumers Power Con- 
pany, Grand Rapids, Michigan, is national 
chairman of this group of credit executives. 
A. A. Ergens, New York Edison Company; 
Edward R. Cullis, Tennessee Electric Power 
Company; Claude A. Parks, Southwestern 
Gas and Electric Company; and Albert R. 
Foster, San Diego Consolidated Gas and Elec- 
tric Company, are national vice-chairmen. 

In addition to a constructive program per- 
taining to the credit ills of the industry, there 
will be round-table discussions of experiences 
in business with the Robinson-Patman and the 
Social Security Acts. This information will 
not appear in book form for many months 
thereafter. 

The largest attendance in the history of the 
public utilities division of the N. A. C. M. is 
anticipated by Chairman Forwood who urges 
every company to send credit executives and 
make preparations now to attend. 


Public Service of New Jersey 
Approves $23,000,000 Budget 


fare sesh of upwards of $23,000,000 for 
replacements, new equipment and im- 
provements has been authorized by the ap- 
proval of the 1937 construction budgets by 
the boards of directors of Public Service 
Corporation of New Jersey and subsidiary 
operating companies. Of this sum approxi- 
mately $18,000,000 will be spent by the elec- 
tric and gas departments and $5,000,000 by 
Coérdinated Transport. This is the largest 
public service budget since 1929. : 
Among the larger items in the construction 
budget of the electric department are the in- 
stallation at Essex generating station, New- 
ark, of a 50,000 kilowatt superposed turbine 
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FOR TEMPERATURE CONTROL 


Rely on Taylor 


ANY PLANTS of every kind have 

stopped worrying about temper- 
ature trouble. They have found accu- 
rate, durable and economical instru- 
ments available to watch over temper- 
ature and maintain it accurately at the 
correct degree. 

These instruments are Taylor Indi- 
cating Thermometers—Straight and 
Angle Thermometers, Dial Thermom- 
eters—Taylor Recording Thermometers, 
and Taylor Temperature Controllers. 
Their accuracy is that of a fine watch 
and of a precision instrument. Their 
durability is a matter of long record. 
Their success in efficiency in helping to 
keep down power costs has been re- 
peated time after time. 

Let Taylor Instruments aid you in 
modernizing your control equipment 
now and guard you against temperature 
“leaks.” These instruments are so pro- 
ficient that they pay for themselves in 
a remarkably short time. 

If you have any temperature control 
problems bothering you, tell us about 
them and let us help you select the 
correct Taylor Instruments to take care 
of them. For this help, write Taylor 
Instrument Companies, Rochester, 
N. Y., U.S. A. 








indicating Recording * Controlling 





TEMPERATURE, PRESSURE and FLOW INSTRUMENTS 
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generator and two high pressure, high tem- 
perature boilers, also reconstruction of the 
switch house. There will be constructed be- 
tween Essex station and Metuchen a high ten- 
sion transmission line which will give in- 
creased reliability of service. A second 
transmission line for the same purpose will be 
built between Hudson switching station, Jer- 
sey City, and a site in Bergen county. 

At the Kearny station the outdoor high 
tension switching facilities will be improved. 

Two million dollars will be spent for the 
continuance of the policy of placing electric 
distribution facilities underground. 

Provision also is made in the budget for a 
new substation at Hillside, and for extension 
of lines, additional connections, transformers 
and meters and improvement of service in 
general. 

The main item in the gas department's 
budget is an additional boiler and an extension 
to the boiler house at Harrison gas works. 
The increasing popularity of gas for house 
heating has made this additional boiler equip- 
ment necessary. 

Other expenditures will provide for plant 
improvements, extension of mains and other 
contingencies necessary to betterment of ser- 
vice. 

Coordinated Transport has placed an order 
for 195 busses of the all service type in the 
extension of the company’s policy of substitu- 
tion of busses for street cars on various lines. 


Petroleum Industry Setting 
New Records 


. eo petroleum industry, which employs 
about 1,000,000 workers, has increased 
employment approximately by 200,000 since 
the depression low point, according to Axtell 
J. Byles, president of the American Petro- 
leum Institute. Wages higher in purchasing 
power even than those of 1929 are being main- 
tained, despite a reduction of around 30 per 
cent in working hours. The industry’s total 
annual payroll is estimated at $1,500,000,000. 

Production of crude oil, refinery runs to 
stills, and motor-fuel consumption reached 
new highs. Crude oil output during the last 
year approximated 1,092,600,000 barrels. This 
is slightly above the previous record output of 
1929. Increased demand for refined products, 
particularly motor fuels and lubricants, lifted 
to 1,063,000,000 barrels the total quantity of 
crude oil run to refinery stills. This total is 
17.7 per cent above the previous high of 
1929. 


Cab-Over-Engine Truck De- 


signed by International 
Harvester 


truck of 14-ton 


NEW cab-over-engine 
A rated capacity is announced by Inter- 
national Harvester Company. This Interna- 
tional, known as Model C-300, is really a seat- 
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over-engine type, designed to meet modern re- 
quirements for greater load space with less 
overall length, better load distribution, and 
easier maneuverability. The driver is seated 
— over the engine, not beside the rear 
of it. 

The new model is available in 99- and 117- 
inch wheelbase length and is adapted to body 
lengths up to and including a maximum oj 
15 feet. 


General Motors Leads in 
Magazine Advertising 


6 ee General Motors Corporation, with 
expenditures of $7,289,547, was again 
first in the use of magazine space in 1936, ac- 
cording to figures compiled by National Ad- 
vertising Records, Inc., from records of Pub- 
lishers’ Information Bureau, Inc. In 1935, the 
company also topped the field with an expen- 
diture of $5,442,668. 


Kitchen Modernizing Movie 
Proves Popular 


[je companies showing the Kitchen 
Modernizing Movie, “The Courage of 
Kay,” include the Union Electric & Power 
Company, St. Louis, Mo., the Connecticut 
Light & Power Company, the Iowa Public 
Service Company, the Jersey Central Power 
& Light Company, the Pittsfield (Mass.) 
Electric Company, the San Antonio (Texas) 
Public Service, the Edison Electric Ilumi- 
nating Company, Boston, the Brooklyn Edison 
Company, the People’s Power Company, Mo- 
line, Ill., the Ellenville (N. Y.) Electric Com- 
pany, the Ohio Edison Company, Akron, 
Ohio, the Union Gas & Electric Company, 
Cincinnati, Ohio, the Monongahela West 
Penn Public Service Company, Fairmount, 
West Va., the Potomac Edison Company, 
Hagerstown, Md., the Philadelphia Electric 
Company and the Portland General Electric 
Company. 

Many manufacturers and retailers of elec- 
trical appliances also are using the film in 
their sales promotion campaigns. 

Made with a Hollywood cast of movie stars, 
“The Courage of Kay” tells in_ story 
form, brightened by comedy, the new happi- 
ness, leisure, comfort and convenience that 
results ina typical family after it has modern- 
ized the home kitchen and installed modern 
appliances. 

The film can be purchased or rented 
through its producer, Mason Wadsworth, 551 
Fifth Avenue, New York, or through the Na- 
tional Kitchen Modernizing Bureau, 420 Lex- 
ington Avenue, New York. 


Combustion Engineering 
Awarded Contract 


—— Engineering Company has 
been awarded a contract by the Phila- 
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No. 19 of a series of messages to Public Utility executives point- 
ing out opportunities for load-building by promoting the use of 


electric arc welding. 


When it’s TOOL-UP TIME 


—it’s a sweet time to put load* 


Tree 
Snstruction 
for Power 
Salesmen 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Cleveland, Ohio. 


on your line! 


Jigs and fixtures built from standard steel shapes 
by shielded arc welding can be produced in half the 
time and at 30% to 60% the cost of traditional 
methods. Patterns are eliminated; drawings are 
simplified; less material is required; and machining 
is less. 


By extending this application of arc welding, you 
can build load for your lines—a desirable load—one 
which is comparable to a motor of high power 
factor. 


The Lincoln representative can give your men val- 
uable pointers that will help them discuss the arc 
welding of tools and products of many kinds. May 
we have him call on you? Write for the bulletin, 
“Shield Arc Welded Jigs and Fixtures.” THE 
LINCOLN ELECTRIC COMPANY, Dept. YY- 
353, Cleveland, Ohio. Largest Manufacturers of 
Arc Welding Equipment in the World. 


*Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 lbs. of electrodes per year. 


LINCOLN 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





70 INDUSTRIAL PROGRESS (Continued) 


delphia Electric Company for a large steam 
power unit for installation in main central sta- 
tion. Equipment will be of the high-pressure 
type, operating at about 600,000 lb. pressure. 


$3,700,000 Expenditures by 
Alabama Power Company 


A ABAMA Power Company has set aside a 
budget of $3,700,000 for improvement 
and expansion of service during 1937, accord- 
ing to Electrical World. Most of this sum 
will go into new lines and station facilities. 
More than 1,000 miles of rural lines will be 
built to serve approximately 4,500 additional 
customers. 

The company estimates that 8,200 new cus- 
tomers will be added during the year to exist- 
ing and new lines, of which 6,650 will be rural 
customers. Average total customers during 
the year is estimated at 121,000. 

One interesting item in the budget provides 
for the construction of a new distribution 
system for the Resettlement Administration 
Village at Trussville, Alabama, where a town 
of 400 residences is being built. A new 110-kv 
transmission line will be built from Mobile 
to Gulfport, Mississippi, also a new 110-kv 
transmission line from Gorgas steam plant to 
Tuscaloosa. 

Expenditures for improvement of existing 
facilities include $550,000 for substations, 

i for transmission lines, $175,000 for 
generating plants and some $300,000 for 
miscellaneous items. Increased use will re- 
quire enlargement of supply facilities for 
Mobile, Anniston and Phenix City. A new 
30,000-kva transformer bank at Gadsden 
steam plant is called for. 

The company expects an increase in energy 
sales during 1937 as during 1936. Estimates 
call for additions to the lines during the year 
of 4,350 electric ranges, 3,000 water heaters, 
12,000 refrigerators and 150 air-conditioning 
systems. 


Frigidaire Plans To Better 
1936 Record 


Hs broken previous records by selling 
more than 500,000 units last year, 
Frigidaire Division, General Motors Corp., is 
directing its selling plans and advertising 
programs to exceed this record during 1937, 
according to F. R. Pierce, manager of the 
household division. 

The total production of Frigidaires recently 
passed the 4,000,000 mark. 


Predicts Sales Record for 
Electrical Appliances 


pret gana and distribution of electri- 
cal products will reach a record volume 
this year, according to A. E. Allen, vice presi- 
dent in charge of merchandising activities for 
Westinghouse Electric & Manufacturing Com- 
pany. 

FEBRUARY 18, 1937 


The reduction of utility rates, Mr. Allen 
pointed out, is one of the greatest contribut- 
ing factors to the increased and improved 
conditions in the electrical appliance industry, 

C. Cosgrove, manager of household re- 
frigerator sales for the Westinghouse com- 
pany, said that the industry sold over 2,000,000 
refrigerators during the last year, of which 
about 300,000 represented replacements, 
Sales for 1937 are estimated at 2,225,000, of 
which about 250,000 will represent replace- 
ments. 


For Your Information 


INNEAR Manufacturing Company has pub- 
K lished an 8-page illustrated booklet, 
size 84 by 11 inches, (A.I.A. File No. 17-A-12, 
Bulletin—12), describing their R6Il-Top Doors 
especially designed for garages. The booklet 
emphasizes the following nine features of their 
standard model which is built in various sizes: 
continuous angle mounted tracks; heavy-duty 
hardware; burglar-proof lock; keystone seal- 
ing device ; ball bearing rollers; matched pre- 
tested spring counterbalance ; preformed 
cables; sung-fit closing arm, and heavy, rug- 
ged corner bracket. 

The Kinnear De Luxe Model, employing 
the principle of counterbalance used on Kin- 
nears famous Heavy-Duty doors, also is 
described, together with general specifications 
and other data required when considering in- 
stallation of Kinnear R6l-Top Doors, In case 
of large installations, when desired, Kinnear’s 
Trained Erection Crews may be secured for 
handling the complete erection. A copy of this 
booklet may be obtained from The Kinnear 
Manufacturing Company, 5000 Fields Avenue, 
Columbus, Ohio. 


¥ 


oper Reflector Company has _pub- 
lished “Permaflector Lighting” a 68-page 
illustrated catalogue (No. 38), size 84 by Il 
inches, describing Pittsburgh Permaflectors 
and accessories for show window and display 
lighting, indirect and cove lighting, and re- 
cessed and built-in direct lighting. The publi- 
cation stresses the importance of considering 
service rather than price when buying reflect- 
ors and explains why the company furnishes 
without extra charge the services of its engi- 
neering department to assure the selection and 
installation of the Permaflector which will do 
the best job for a particular application. 

Illustrations show commercial and industrial 
lighting installations and many special appli- 
cations of the various types of Permaflectors, 
including theatre footlights and stock quota- 
tion board lighting. 

Permaflector knock out strip, a wiring duct 
or conduit for unit assembly of reflector type 
illumination equipment, is described. “ 
to-install” conduit, adapters, holders, Perma- 
flector color-lites and other accessories are 
fully covered in this very complete lighti 
catalogue, a copy of which may be obtai 
from Pittsburgh Reflector Company, 
Oliver Building, Pittsburgh, Pennsylvania. 
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LL DO A JOB LIKE 


at a negligible cost 





Compare the usual cost of digging, breaking, drilling or 


tamping with the BARCO way. 


Low cost performance and dependability is the reason 
why BARCO Portable Gasoline Hammers are used by 
many public utilities. In most cases the hammer expense 
on street jobs is less than a quart of gasoline plus a small 


amount of oil. 


Ample power—portability—elimination of expensive 
auxiliary equipment—all these provide savings that you 


cannot afford to overlook. 


BARCO MANUFACTURING COMPANY 


1803 W. Winnemac Avenue, Chicago, Ill. 
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THIS KITSON 
VALVE IS | 
ALWAYS ON ela 
GUARD Se ae 
AGAINST t. No. W-71-B 


One word—pfrotection—sums up the qualities oi 
this weatherproof folded construction meter box. 
Aluminum or rust-proofed steel—1l to 4 gan. 
Write for details. 


WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 














Toet-23 —forgetfulness e 


THE KITSON to turn off 


"WATCHMAN" 
VALVE the Gas 


(Lovekin Patent) 











Tus “WATCHMAN” Emergency Gas Shut- Reserved for 
off Valve (Lovekin Patent) is particularly 
recommended for non-automatic or side arm 
gas water heaters. It prevents the overheating a 
of the water by shutting off the gas supply 
when the temperature in the lower circulating 
line between heater and tank reaches 145°. 
After operating, the valve can be re-opened by MSA A —e 
pushing a button. It operates through a posi- vertiser 
tive acting bi-metal control element. 

We suggest that you send for Literature re- 
garding this and other Kitson Safety Devices 
for use on Domestic ‘Water Heaters. ‘They're 
all time tested and proven devices. 


KITSON COMPANY 


2409-15 WESTMORELAND STREET 
PHILADELPHIA, PA. 
Manufacturers of: Kitson Safety Devices 
(Lovekin Patents) for Domestic Water Heaters 
Quality Brass Goods for Gas, Water and 

All Plumbing Uses. 
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STEEL BUILDINGS 


Thousands of miles of transmission towers. ene 
work necessitating highly specialized fabrication . 
enormous areas of Electroforged open floori: 
ard steel buildings for all uses... gas cleaners r natural 
gas lines. . . steel forms for concrete tunnels, walls, etc., 
.. steam purifiers, desuperheaters... clamshell buckets 
... and other products of Blaw-Knox manufacture are 
at work for the Public Utilities of America. 
The fact that Blaw-Knox Products are in accord with 


BLAW-KNOX 





CLAMSHELL BUCKETS 


the rigid standards < Re the mac 
chasing is proof not onl 

products themselves but ae Fe Bev 

the products. 


COMPANY 


2057 FARMERS BANK BUILDING, PITTSBURGH, PA. 
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BEAT! 


LIGHTNING’S TRIPLE THREAT 





ARRESTERS DESIGNED FOR 
THE NEW CONNECTIONS 


Blown fuse outages can be cut 33 to 50%... 
transformer burnouts 40 to 90%...and cus- 
tomer service interruptions about 50%... by 
using the new lightning arrester arrangements 
(interconnection or 3-Point Protection) instead 
of the standard connection. These facts are 
confirmed by carefully compiled records of 
numerous utilities. 


These records also show, however, that the new.. 
connections impose more severe duties on the 
lightning arresters and greatly increase the 
mortality of the conventional arrester. That's 
why Westinghouse designed the new LV—and 
its ability to withstand the increased duty has 
been proved by more than two hundred thou- 
sand arrester-years’ service. 

Get detailed information on the advantages of 
3-Point Protection and the new LV arresters 
from our representative or from 5-N, Westing- 
house, East Pittsburgh, Pa. 4 60028 


Westinghouse 
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BARRON G. COLLIER, INCORPORATED 
ANNOUNCES THE REMOVAL OF ITS 
OFFICES AND THOSE OF ITS ASSO. 
CIATED CAR AND BUS ADVERTISING 


ORGANIZATIONS TO THE SQUIBB 


BUILDING, 745 FIFTH AVENUE, 


AT 58th STREET - + + NEW YORK 


DECEMBER 21 TELEPHONE 
1936 ELDORADO 5-6701 


Car and Bus Advertising throughout the United States, Canada and 
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Larger than ever in content —but only 514 x 8'4 inches in size. Section One 
shows Bonds, Ledgers, Writings and other papers for office use; Section Two 
has samples of Cover papers (including the new Dura-Glo Cover) and Offset. 


GET YOUR COPY OF THE NEW 
HAMMERMILL COMPREHENSIVE 
SAMPLE BOOK 


Here’s the Fourth Edition of a book 
that’s a stand-by in many an office. Its 
221 pages sample the widest range of 
moderate-priced papers made by any one 
manufacturer for advertising printing 
and general office use. All the Hammer- 
mill lines are shown—in their different 
colors, finishes, and weights. Whether 
you’re ordering paper for letterheads, for 
a new catalog, or for your file cards, this 
book will show you a suitable grade 
and item. 

This new Sample Book is in two sec- 
tions. bound for easy, quick, convenient 


use. Printers say it is one of the most 
practical aids they ever had. 

Send the coupon for your copy. If you 
havea copy, get it out on your desk right 
away and keep it there for constant 
reference. 


FREE—NEW HAMMERMILL 
COMPREHENSIVE SAMPLE BOOK 


HAMMERMILL PAPER COMPANY 

Erie, Penna. P.U.F.-2-18 
Please send me the new Hammermill 
Comprehensive Sample Book. 


Position 


! 
I 
! 
1 
' 
! 
! 
| Name_ Pe —— 
! 
' 
! 
' 
! 
I 
' 


(Please attach to your business letterhead) 
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American Engineering Company 
Anchor Post Fence Company 





B 





Babcock & Wilcox Company, Zhe td 
Barco Manufacturing C 
Black & Veatch, Soaneitinn Engineers as 








Blaw-Knox Company 
Bristol Company, The 
Buffalo Forge Company 
Burnham Boiler Corporation 














Burroughs Adding Machine C 





Cc 


Carter, Earl L., Consulting Engineer ................................ 








Cheney, Edward J., Engineer 








Cities Service Company 
Cleveland Tr Company 
Collier, Barron G., Inc. ...... 











Combustion Engineering Company, a 
Connelly Iron nee & ~ osama Company 





Copperweld Steel C 
Coxhead, Ralph C., Corporation 











Crescent Insulated Wire & Cable Company, Inc. 





D 


Davey Tree Expert Company, The 
Delta-Star Electric Company 
Dictaphone Sales Corporation .. 
Dictograph Products Company, 
Ditto, Inc. 





E 


Electric Storage Battery Company, The ............ 

Electrical Testing Laboratories Senne aes 
Elliott Addressing Machine Company, The ........................ 
Elliott Company 





¥F 
Ford, Bacon & Davis, Inc., eens 
Frigidaire Corporation 

G 


General Electric Company 
Golden-Anderson Valve Spec ialty Company ...... 











Goodrich, B. F., Company, The ......... 

Grinnell Company, Inc. ........................... 

Guth, Edwin F., Company ......................... 
H 


Hammermill Paper Company . 





Hays Manufacturing Company .......... 
Hoosier Engineering Company 
Hygrade Sylvania Corporation ........... 








I 


International Business Machines Seer Siaccsaeshiadbliasssantndl 


International Harvester Company, Tie. ..n1...0....0..cccccccecceeees ae KES NE RTEEROR ERE S 


J 


Jackson & Moreland Engimeers ..200.0.0.0..0.0...0000.00cccccn 
Jensen, Bowen & Farrell, Engineers ceapiitiianaiacad 
Johns-Manville Corporation 








Johnston & Jennings Company, The 


(Concluded on Page 80) 
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HE 
CAN’T 
TAKE 
iT! 


BELOW THE WATER LINE 


These are the Facts—No Boiler Can Operate Safely, Economically, or For Any Length 
Of Time If The Water Level Is Not Continuously maintained. Low Water Conditions 
are dangerous and costly. Kisco will save you money over your present method of 
Handling condensate and make-up water, guaranteeing results. 


Why Continue To Waste What Kisco Users Are Saving? 


KISCO RETURN-TO-BOILER SYSTEMS and KISCO 
AUTOMATIC WATER FEEDERS 


Are being used today in thousands of estab- 
lishments just like yours. A Kisco Return- 5) 





to-Boiler System handles both high and low 
pressure condensate; also vacuum under cer- 
tain conditions, and automatically adds new 
make-up water to maintain a uniform water 
level at all times. It is controlled through 
the famous Kisco “Balanced-Lever” Com- 
bination Switch, and is supplied with low 
water bell alarm or fuel cutoff. This installa- 
tion is guaranteed to save you money over 
any system you might be using. 


Other “Guaranteed Savings” 


Kisco Boiler Devices Include: 


The Kisco Water Regulator. The Kisco 
Boiler Watchman with Remote Control 
= Alarms. Kisco Flueless & Cabinet Gas 
oilers. 


Write For Bulletin P.U. 137 
KISCO BOILER & ENGINEERING CO. 
4333-35 DUNCAN AVE., ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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Kerite Insulated Wire & Cable Company, Inc., The 
Kinnear Manufacturing Company, The ....... 

Kisco Boiler &  aanenabeaitaea Company . 

Kitson C 
Klein, Mathias % Oe See , 





L 
Lincoln Electric Company, The ......... 
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Mercoid Corporation, The 
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Safety Gas Main Stopper Company ... 
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Sangamo Electric Company 
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Socony-Vacuum Oil Company, “The . 

Spooner & Merrill, Inc. ....... 

State Law Reporting Company .. 
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Taylor Instrument C 4 
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Tropical Paint & Oil Company, The . a 
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United States Electric Mfg. Corp. ............ 
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Victor Insulators, Inc. ; 
Vulcan Soot Blower Corporation ......... 
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Wagner Electric Corporation ...... 

Walker Electrical Company 

West Bend Aluminum Company 

Westinghouse Electric & Manufacturing ‘Company _ 
Wheeler, C. H., Manufacturing Company 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














ais Ford, Bacon & Davis, ANC. a cers 


CONSTRUCTION $ APPRAISALS 
OPERATING COSTS Engineers INTANGIBLES 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 











SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 


Acauiteilin: deiiabiiiiain ‘anh eimai PUBLIC UTILITIES—INDUSTRIALS 

re — ‘i RAILROAD ELECTRIFICATION 

esign and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 





4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 


PUBLIC UTILITY Ann Arbor, Michigan 


Engineers 


VALUATIONS AND REPORTS 
Appratcnis—Rate Investigation 
814 Electric Building Indianapolis, Ind. Ungineutee Enpeste t hee ont Bend Socom 








EDWARD J. CHENEY SPOONER & MERRILL, INC. 


ENGINEER Consulting Engineers 


Public Utility Problems Design—Supervision of Construction 
— Reports — Examinations —Valuations 


61 BROADWAY NEW YORK 20 North Wacker Drive Chicago, Ill. 
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Portability of record units 
4 sides to write on 


Inserts 
Off-set signaling 


@ The advantages of Postindex Visible Fil- 
ing Systems for the varied needs of business 
are impressive. 


In seeking the ultimate in Office Control, execu- 
tives and manufacturers who have installed 
Postindex units have verified the following 
four points of superiority of Postindex over 
other record systems: 

Postindex is permite, The Randy-eett-pretested flat 
book model for records can be carried about the office. A Typical Postindex Flat 
Postindex has “four sides to write on,’’ giving com- 

pleteness and compactness of records. 


Postindex permits the use of inserts . . . an important feature 
where follow-up cards are used. 


Postindex has offset signaling! An extra signaling device is avail- 


able to Postindex users. rds can be offset merely by sliding 
them on wire holders. 


Postindex Visible Files are made in a wide variety 
of models and sizes. There are models to suit every 
need in your business. Send for catalog. 


POSTINDEX COMPANY A Postindex Flat-Book 
JAMESTOWN, N. Y. Cabinet 
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CHANGING 
DIES 


This No. 65R RIZAID Die 

Stock Threads 4 Sizes of 

Pipe (1”, 13”, 13", 2") With 
1 Set a Dies 


Simply change the setting post 
RIZAID No. 65R, back view. Made also H a 
as No. 85R with 2 handles. on this Rikaib> No. 65R 
and go ahead. 


True accurate threads, all varia- 
tions. 


New type self-contained work- 
holder: turn arrow on knurled 
gauge ring to pipe size, put on 
pipe, tighten one screw. 


Direct pull over dies. Plenty of 


nnunstee chip room. Feet to stand it up. 


t base cutting & : 
penetrates, cools, Ba"4 8 See your jobber or write for the 


- and is anti- whole story of these remarkable 
tools. 


RIDGE TOOL sound ELYRIA, OHIO, U.S. A. 
A Fel > PIPE TOOL 


anufactured by the makers of r housing that saves you full 
|ZiD Pipe Wrenches--the be 75% of your pipe wrenc 
tench with the guaranteed wt repairs. 





is page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





RN A coe, 





ae 





THIS IS YOUR CELEBRATION. 





T’S a fair bet that very. few of the 500,000 that must soon be replaced. Some lines 
Chicagoans who. gathered’ recefttly to want the modern, trackless electric coacha 
celebrate the installation of their new street a rubbef-tired vehicle which has won wi 
cars caught the rea/ significance of the event. popularity throughout the nation, Brief 
They were greeting the safest, smoothest, the: new electric transit is ready and’ 
fastest, and most comfortable public vehicles péople are electing it by landslide ¥ 
ever placed on a city street—which is enough wherever comparative tests are made, 
to make any city excited. Yet most of them 
didn’t.get this. important point: Today, if a 
city wants the most modern, luxuriouspypblic 
transit, it must use electric vehicles. No other 
motive power combines,so many desirable 


Why; you may ask, this sudden popular 


electric vehicles? The answer is co 


car builders, and» electrical manufactu 
have worked together, spending mi 
advantages. gt % 

~ dollars, to retain the proved advantages 


Brooklyn and Chicago have installed these electric power. As you might expect, 
new cars. Pittsburgh, Baltimore,Los Angeles, Electric has taken a.Jeading pa 

and San Diego will’ soon have*similaf instal- fundamental that we should ) 
lations. Looking around, we se¢:22,000 street future of the electrical industry. You 
cars, using more than 2,000,000,000 kw-hr a in the. benefits of this progressive polity: 
year,*that are more»than 20: years old and 


